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ENGLAND 


THE BANK OF ENGLAND. 


‘Report of answers to questions addressed to the Governor and 
Directors of the Bank of England. 

Q. When was the Bank of England founded? 

A. In July, 1694. 

Q. When does your present charter expire? 

A. The bank’s exclusive privileges of banking continue 
subject to one year’s notice and to repayment by the Gov- 
ernment of the debt of £11,015,100 and of all other public 
debt held by the bank at the time. 

Q. What is the par value and present selling price of 
your shares? 

A. The bank’s capital is in the form of stock, £100 of 
which is at present quoted at about £267. 

Q. How many stockholders have you? 

A. There are at present over 10,000 accounts. 

Q. Is the stock fully paid? 

AVES, 

Q. Have your shareholders any liabilities in addition 
to the ownership of shares? 

A. Legal opinion is to the effect that there is no further 
liability on bank stock. 

Q. Is there any limit to the number of shares which 
may be held by any one person, and is your approval re- 
quired before a transfer of your stock can be made? 

A. There is no limit—the bank’s approval is not re- 


quired. 
Q. How often do your shareholders meet? 
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A. There are two half-yearly general courts for receiving 
half-yearly reports and for the declaration of a dividend. 
There is also an annual general court for the election of 


governors and directors. 

Q. Does every share have a vote at shareholders’ 
meetings? 

A. To have a vote a proprietor must hold £500 of stock, 
but no matter how much additional stock a proprietor may 
hold he can not have more than one vote. 

Q. What control have the shareholders over the man- 
agement and conduct of the business? 

A. The proprietors, i. e., the holders of bank stock, elect 
the governors and directors and may make what by-laws 
they please in general court for the conduct of the bank’s 
business, provided that the ‘‘by-laws be not repugnant to 
the laws of this our Kingdom.”’ 

Q. Has the Government any voice in the management 
of the bank or any interest,in it through the ownership of 
shares? 

A. The Government has no voice in the management of 
the bank, nor does it own any stock. The members of a 
government may of course hold stock in their individual 
capacity. 

Q. Describe the organization and management of the 
bank, stating the number of officers and directors with. 
their respective functions, and for what periods and by © 
whom are they elected? 

A. The supreme control of the affairs of the bank rests 
with the governor, deputy governor, and court of 24 di- 
rectors, who are elected annually by the stockholders. 
It is customary for a governor and deputy governor, 
at the close of their first year of office, to be reelected 
to the same positions for a further term of one year, 
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and a deputy governor is usually elected to the office of 
governor immediately on vacating the former position after 
the completion of a two years’ tenure of that appointment. 
The governor, whilst directing the general policy of the 
bank and supervising and controlling the whole of its af- 
fairs, devotes his attention more especially to the business 
of the head office, whilst the deputy governor concerns him- 
self more particularly with the business of the branches and 
with the upkeep and maintenance of the bank’s various 
premises. 

The directors, in addition to attending the weekly 
meetings of the court, serve on various committees ap- 
pointed by that body. 

As regards organization, it will probably suffice to say 
that the bank is divided into two great departments: 

1. That under the chief accountant, who is responsi- 
ble for the management of ‘the stocks forming the national 
debt and other registered stocks—home, Zndian, colo- 
nial, etc. He also keeps the bank’s own accounts. 

2. That under the chief cashier, who has charge of the 
issue and payment of “notes and all banking business, 
such as drawing accounts, loans, discounts, and all other 
matters involving dealings in cash. 

There are also the secretary’s department and the audit 
department, the titles of which sufficiently indicate the 
duties respectively performed by them. 

Q. Is it customary to reelect directors at the expira- 
tion of their terms? 

A. It is customary for directors to be reelected. 

Q. Is there any custom restricting the class from which 
the directors may be selected? 

A. There is no legal restriction as to the class from which 
directors may be selected, except that they must be 
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“natural-born subjects of England, or naturalized,” but in 
actual praetice the selection is confined to those who are, 
or have been, members of mercantile or financial houses, 
excluding bankers, brokers, bill discounters, or directors 
of other banks operating in the United Kingdom. 

Q. How frequently do the directors meet? 

A. The court of directors meets once a week. Sub- 
sidiary committees are held as required. 

Q. How many branches have you? 

A. There are 11 branches—2z in London and 9g in the 
provinces. 

Q. How are your branches managed? 

A. These branches are managed by ‘“‘agents”’ and “‘sub- 
agents,’ corresponding to ‘“‘managers’’ and ‘‘submana- 
gers”’ in other banks. 

Q. Who names the managers of branches? 

A. The agents and subagents are appointed by the court 
of directors. i 

Q. Have the managers of the branches full control 
of the business in granting discounts, etc.; if not, what 
discretion is usually given them? 

A. The agents have full control of the business at their 
respective branches, subject to regulations and to super- 
vision from head office. 

Q. Have you any system of distribution of profits 
among the managers of branches? 

A. No. © 

Q. Are all your branches of the same class, or have 
you main and subsidiary branches? 

A. All the branches are of the same class. 

Q. Is the business conducted at your branches of the 
same class as at your main office in London? 

A. Yes, 
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Q. Do your branches have business relations with 
merchants, farmers, and all classes of people in their 
respective localities? 

A. There are no restrictions of any kind as to the class 
of people with whom the bank has business relations. 

Q. How frequently are you required by law to publish 
statements of condition? 

A. By the act of 1844 statements must be published 
weekly. 

Q. How frequently is it your custom to publish them? 

A. Weekly. 

Q. Is either your issue or your banking department at 
any time examined by the Government, or in any way 
under its supervision? 

A. There is no actual inspection or supervision by the 
Government; but by act of Parliament the bank is re- 
quired to. furnish weekly statements of their position to 
the chancellor of the exchequer and to the commissioners 
of stamps and taxes. 

Q. What local or general taxes are paid by the bank? 

A. The bank is subject to the same local and general 
taxes as other banks and householders. . 

Q. Is the Bank of England a member of the London 
Clearing House? 

A. Yes; but ‘‘on one side only,’ as it is termed. The 
Bank of England presents, through the clearing house, 
all drafts drawn on clearing bankers paid in to it by 
its customers; but the clearing bankers do not present, 
through the clearing house, drafts on the Bank of Eng- 
land paid in to them by their customers. Such drafts 
are paid direct to the credit of their accounts at the Bank 
of England. 
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Q. In the statement of your issue department you 


, 


show— 
Liabilities. Assets. 
Notes issued___- £53, 364, 645 Government 
debt >= 2-5 £11, O15, 100) 
Fs Other securities_ 7, 434, 900 
Gold coin and 
bullion: - --— <2 34, 914, 645 
53; 364, 645 53 364, 645 


What is the law governing your note issues, and how are 
note issues limited and how secured? 

A. The law governing the issue of Bank of England 
notes is 7 and 8 Vict., Cap. 32. Notes are issued against 
securities to the amount of £18,450,000. Beyond this 
sum notes may be issued to any amount against gold coin 
and gold and silver bullion; but at no time must the sil- 
ver bullion held exceed one-fourth part of the gold coin 
and bullion at such time held in the issue department. 
(No silver bullion has been held for many years.) The 
act of 1844 fixed the amount of the fiduciary issue—i. e., 
the amount of notes issued against securities—at 
£14,000,000, but empowered the Government, in the 
event of any banker then issuing notes ceasing such issue, 
to authorize the Bank of England, upon making applica- 
tion, to increase the amount of its fiduciary issue to an 
extent not exceeding two-thirds of the amount of notes 
which the bank so ceasing may have been authorized to 
issue. 

y Q. Will you explain the items “government debts” and 
4 “other securities” in the statement and give the reasons 
for the changes in amount since 1844? 

A. The government debt of £11,015,100, which appears 

as an asset in the issue department, is the balance which 
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was outstanding in 1844 of amounts which had been ad- 
vanced to the Government and which, by the act of that 
year, the bank is empowered to include in the securities 
against which notes are issued. The other securities are 
the securities required to make up the amount of the au- 
thorized fiduciary issue, which now stands at £18,450,000. 
The increase of £4,450,000 since 1844 represents two- 
thirds of lapsed issues of other banks taken up under the 
authority explained in answer to earlier question. 

Q. To what extent are your notes legal tender in Great 
Britain? 

A. In England and Wales for sums above £5. They 
are not legal tender in Scotland. 

Q. What other banks have the right of issue in England? 

A, Twenty-three provincial banks, the survivors of 
those to whom the right of note issue was preserved by 
the act of 1844, the total amount of their authorized issue 
being £1,204,490. 

Q. Are the notes of your issuing banks secured; and 
if so, how? 

A. On the general assets of the banks and on the es- 
tates of the shareholders, as under the companies act of 
1879, there is no limited liability with regard to note 
issues. 

Q. What is the total amount of their outstanding issues? 

A. The aggregate of their average circulation for the 
week ending 8th May, 1909, was £312,886. 

Q. Are the notes of other banks legal tender? 

A. ..No.- : 
Q. Is there any discrimination between the notes of 
other banks and your notes in the public estimation, or 

do all circulate freely throughout the country? 
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As In sone outlying rural portions of the limited dis- 
tricts where the 23 provincial banks do business the local 
note may perhaps be more frequently seen than the Bank 
of England note. Outside the particular district of one) 
of these provincial banks the notes of that institution | 
would not pass freely. ‘i 

Q. Do you pay the Government in the form of taxes, 
or otherwise, either directly or indirectly, for your privilege 
of note issue? 

A. See answer on page 16. 

Q. Do other issuing banks pay for the privilege of note 
issue? 

A. Prior to 1844 the other issuing banks were required 
to take out a separate annual license in respect of each 
of the first three towns or places at which notes were 
issued by them, and one further annual license to cover 
all additional towns or places at which they issued notes. 
By the act of 1844 they are required, in addition to the 
above, to take out a further annual license in respect of 
every town or place at which the first issue of notes took 
place at a date later than the 6th May, 1844. The stamp 
duty on each annual license is £30. , 

Q. Have you acquired the right of issue from any other 
bank, and upon what terms? : 

A. Since the passing of the act of 1844 the Bank of 
England has acquired and exercised the right to issue. 
notes against securities to an additional amount of 
£4,450,000 (see answer on p. Io). 

Q. To what do you attribute the weekly and seasonal 
fluctuations in the amount of outstanding notes, and are ~ 
these fluctuations constant from year to year? 

A. The active circulation, or total of notes held by the 
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public, generally reaches its maximum and minimum at 
the following times: 


Maximum. Minimum. 
Tea eekly. 2.-— Monday or Friday... 25. Saturday. 
2. Quarterly____. Beginning and end of quarter | Middle of quarter. 


(in third quarter at beginning 
of August in addition). 
ge"Wearly bos ou Beginning of August____._____ Middle of February. 


These variations may be explained thus: 

1. Weekly.—There has been a steady reduction of late 
years in the volume of business conducted in London on 
Saturdays, and the amount of the notes withdrawn from 
the bank on that day is now as a general rule very much 
less than on the other days of the week. The balance 
outstanding at the close of the day generally shows, there- 
fore, a material shrinkage. 

On Mondays notes are withdrawn in larger quantities 
than usual in order to replenish tills after the reduction 
in the amounts held on the previous Saturday, whilst on 
Fridays also the withdrawals are above the average to 
meet the demands occasioned by weekly payments, such 
as wages, etc. Mt. 

2. Quarterly.—The increased total at the close of each 
quarter is occasioned by withdrawals to meet payments 
due on the four quarter days, Lady Day, Midsummer, 
Michaelmas, and Christmas. 

3. Yearly.—The large total at the beginning of 
August—of late years generally the maximum for the 
year—is due to withdrawals for holiday and harvest pur- 
poses, whilst the low figures which usually occur in the 
middle of February may be attributed to the absence of 
any holiday demand, and to the fact that reaction after 
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Christmas, coupled with the comparative absence of vis- 
itors to London, causes the retail trade to be less active 
than in the second and fourth quarters. 

Q. Are you willing to inform us as to the expense of 
note issue and the profits derived therefrom? 

. The bank is not prepared to furnish the idetetied 
tke asked for. The following facts bearing on 
the matter may be ascertained, however, from acts of 
Parliament and from the Annual Report on the Finance 
Accounts of the United Kingdom presented to Parlia- 
ment. The bank is required to pay annually to the Gov- 
ernment the following sums, viz: 

1. £60,000 in consideration of the exemption of its 
notes from stamp duty and from the profits of issue; 

2. £120,000 provided for in acts 3 and 4, William IV, 
c. 98, in consideration of the exclusive right of note issue 
in London and the country 65 miles round which was 
specifically secured to the bank by that act; and 

3. A further sum equal to the net profit in respect of 
all notes in excess of £14,000,000 which are issued against 
securities under rights acquired since the passing of the 
act of 1844. 

The total sum paid to the Government under heads 2 
and 3 in 1906-7, the most recent year for which the finance 
accounts report has been published, was £186,593. 

Q. Under what conditions or terms has your capital\* 
been increased from time to time? 

A. The original proprietors’ capital in 1694 was 
£1,200,000and has been increased at various times between 
1694 and 1816, bringing the total up to £14, »553,000, 
at which figure it stillremains. The increases in n capital 
have mostly been for the » purpose of advancing moneys to 
the Government. In 1816, when the last increase in the 
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bank’s capital took place, the government debt due to 
the bank was £14,686,800. In 1834 the Government 
paid off a fourth of the outstanding debt by the issue of 
a certain sum of reduced 3 per cent annuities to the bank, 
bringing the outstanding debt of the Government down 
to the figure at which it at present stands. 

Q. Have the obligations of the bank to the public or 
to the Government been changed from time to time? 

A. No, not in any important particular. 

Q. Are you required by law to invest your capital, or 
any part of it, in any particular securities? If so, in 
what class and to what amount? 

A. No. 

Q. Does the law require that before full distribution 
of profits you shall accumulate and maintain a certain 
amount of rest (surplus), and are you required to invest 
this in any particular way? 

A. No. 

Q. Referring to the weekly statement of your banking 
department, dated August 12, 1908, you show public de- 
posits, £5,145,638. Will you explain the character of 
these deposits, stating in general from what departments 
they are received? 

A. The term “public deposits’’ denotes balances held on 
accounts controlled by the various departments of the Brit- 
ish Government, such as— 

The exchequer, the commissioners for the reduction of 
the national debt, the _ customs and inland revenue, the 
paymaster- general, the post-office, the supreme court of 
judicature, etc. 

Q. Does the Government have accounts with other 
banks? 
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Ai Subsidiary accounts are opened with other banks on 
behalf of collectors of customs and excise, military and 
naval district paymasters, local postmasters, prison au- 
thorities, and officials of that character in localities where 
there is no branch of the Bank of England within conven- 
ient proximity. 

Q. Do you allow interest upon these deposits? 

A. No. 

Q. Are you required to furnish security for them? 

A. No. 

Q. Approximately to what extent do the public deposits 
fluctuate from time to time during the year, and can the 
extent of these fluctuations be predicted? 

A. The difference between the maximum and minimum 
totals in recent years has amounted to sums varying be- 
tween £10,000,000 and £15,000,000. ‘These fluctuations 
can to some extent be predicted. 

Q. You show “Other deposits, £45,546,992.”’ Will you 
tell us in a general way from whom these deposits are 
received? Do they include deposits received from banks, 
merchants, and individuals? 

A. Yes. 

Q. Do you allow interest upon any of these deposits? 

A. No. 

Q. Are they subject to considerable fluctuations, and 
are these fluctuations regularly recurrent? a* 

A. Regarded as a whole they are subject to considerable 
fluctuations; under certain heads fluctuations occur more 
or less regularly, while in others little variation takes place. 

Q. Are all of these deposits payable on demand? 

Ao Yes. 

Q. Do you at any time allow interest on special de- 
posits? : 
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A. It is not the practice of the bank to allow interest on 
any deposit. 

Q. Will you describe the item ‘‘ Seven-day and other 
bills?” 

A. These are commonly known as ‘‘bank post bills,” a 
form of draft issued by the bank and drawn upon itself at 
7 and 60 days’ sight in exchange for cash. These bills were 
at one time much used for making remittances by post, 
more especially to the Continent, where they pass readily 
much in the same way as Bank of England notes. Of re- 
cent years the demand has greatly decreased and the total 
of the bills issued becomes smaller year by year. 

Q. In the statement of assets what constitutes the item 
“‘Government securities, £15,532,293?” 

A. All securities of the British Government, or bearing 
the guaranty of the British Government, held by the bank 
as investments and all temporary advances made to the 
British Government. 

Q. Is it your custom to carry in your banking de- 
partment about this amount in government securities? 

A. While a considerable amount is always invested in 
government securities, there is no rule or fixed ratio. 

Q. What proportion of the item, ‘Other securities, 
£27,737,982, represents bills discounted, and what pro- 
portion represents loans on collateral? 

A. The details of this total are not made public. 

Q. What, if any, other securities except these are in- 
cluded in the item? 

A. All securities held as investments other than those 
described as ‘‘ government securities.” 

Q. Can you state approximately the average length 
of time and the average size of bills discounted by you? 
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A. Time, forty to fifty days; size, probably about 


£1,000. 

Q. Is the character of your discounts or loans regu- 
lated or restricted by law or fixed by the statutes of 
the bank? 

A. Regulated by the court of directors from time to 
time. 

Q. Will you state (a) the class of bills usually dis- 
counted by you, giving the number of names required; 
(b) the minimum size; and (c) the maximum length of 
time to run? 

A. (a) Two British names, of which one must be the 
aceeptor; (b) no minimum; (c) four months, exceptionally 
Six. 

Q. What classes of collateral are accepted by you 
for loans? 

A. The various classes of marketable securities quoted 
on the London Stock Exchange, with the exception of 
mining shares, are accepted; also, with discretion, good 
securities, not so quoted, when their value can be ascer- 
tained. | 

Q. Will you state approximately the average length 
of time and the average size of loans on collateral? 

A. Such loans are granted for periods varying from 
seven days to three months, subject to possible renewal, 
and vary in amount from £100 to hundreds of thousands 
of pounds. ' 

foe What is the distinction between what are known 

“prime bills’? and other bills? 

oR A “prime” bill we should define as a bill accepted 
by a London or provincial bank in first-class credit or a 
merchant or merchant banker of the first class whose 
cs ae it is to grant credits. 
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Q. Do you discount any but prime bills? 

A. Yes, 

Q. What is the usual difference in the rate charged 
by you upon a prime bill and for a high-class loan secured 
by collateral having the same period to run? 

A. It is impossible to give a precise answer to this 
question. 

Q. What is the difference between a trade bill and a 
_ finance bill—is the rate the same on each? 

Aaa tr trade bill is a bill made to liquidate an actual 
commercial transaction. The rate for such a bill would 
be entirely governed by the credit of the names upon it 
and would range from the lowest market rate of the day up 
to bank rate or even over. There are many classes of bills 
which may be called finance, e. g., (a) representing ex- 
cliange transactions; (b) made to carry stocks of goods or 
securities; (c) made in anticipation of public loans; (d) ac- 
commodation bills, pure and simple. 


(a), (b), and (c) are bills which, if accepted by a first- — 


class bank or merchant house, would usually command the 
fine market rate for prime bills to a customer of the bank. 
Bills to which the term ‘‘finance”’ is usually applied are, 
however, those under (d). 

Q. Do you discount to any considerable amount for 
individuals and merchants? 

A. The bank discounts all approved bills offered to it 
by persons or firms having properly constituted accounts. 

Q. Is it your custom to employ surplus funds in 
‘purchase of bills from discount houses? 

A. No. 

Q. Do you rediscount bills for the joint stock or other 
banks? 
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A. The bank is always prepared to rediscount for other 
banks at its official rate, and does a large business from 
time to time with the colonial and foreign exchange banks 
who are from the nature of their business always sellers of 
bills. The London Clearing and West End banks who are 
ordinarily buyers of bills and not sellers do practically no 
discount business with the bank. 

-Q. What changes have taken place from time to 
time in the character of the bills you accept for discount 
from discount houses and what was the purpose and effect 
of the changes? 

A. The currency of bills accepted for discount is from 
time to time regulated by resolutions of the court of 
directors, and varies constantly (within the limits so laid 
down) at the discretion of the governor, who is guided 
by the existing condition of the market. As regards the 
class of bills accepted no particular change has taken place 
of late years. 

Q. Is the rate for discount at your branches for 
customers’ paper and for prime bills the same as at the 
central office?. 

A. The rates current in London are telegraphed each 
morning to the branches for their guidance. 

Q. What are the rules governing purchase by you of 
foreign bills? 

A. The bank does not buy foreign [gibls. 

Q. Will you explain the i we a foreign 
and a domiciled bill? 

A. A.foreign bill is a bill accepted payable abroad. A 
domiciled bill is a bill drawn on a foreigner residing ab abroad 
but accepted by him payable it in London. 

Q. Is it your custom to discount : any bills payable in 
foreign countries? 
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A. No. 

Q. Do you sometimes purchase ‘‘prime bills” in the 
market at a lower rate than bank rate? 

A. The bank does not purchase bills in the market. 

Q. Would you charge a merchant house having a 
good account with you the bank rate or the market rate 
for prime bills? 

A. The market rate. 

Q. To what extent does bank rate govern your dis- 
count and loan transactions? 

A. The rates for discount and loan transactions at the 
bank usually approximate more or less closely to the bank 
rate. 

Q. Is the amount of accommodation extended by 
you to discount houses or others predicated upon the 
amount and character of balances carried with you or 
governed by the necessities of the general situation? 

A. As regards discount houses and money dealers, by | 
the necessities of the general situation, modified to some 
extent by the credit of the individual borrower. As 
regards others, the credit of the borrower would chiefly 
govern the amount of accommodation given, while the 
character of his account would affect the rate charged. 

Q. Do you at times discount bills for parties having no 
account with you? 

A. No. 

Q. Are a considerable number of your loans on call? 

A. None. 

Q. Do-you allow overdrafts, or do you make any 
advances of the kind made by the Scotch banks, called 
“cash credits?” 
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A. Except in special circumstances overdrafts are not 


allowed by the bank. The bank does not make advances’ 


of the kind termed ‘‘cash credits’’ in Scotland. 

Q. In view of the fact that you receive accounts 
from corporations, merchants, and individuals, and dis- 
count for them, are you not in a measure a competitor 
for business with the joint-stock banks? 

A. Ina sense; yes. 

Q. Is the bank, through its branches, employed by 
other banks to any considerable extent for the transfer 
of funds from one city to another? 

A. Large sums are constantly transferred both by 
means of letter and telegram between London and the 
larger branches on account of the other banks, but not 
to any considerable extent between one branch and 
another. 

“» Q. What specific services are rendered by the bank to 
“ the Government in connection with the management of 
the public debt, and as a depositary of public funds? 

A. The bank performs the following specific services in 
connection with the management of the various stocks, 
bond issues, etc., forming the national debt: 

1. The entire conduct of all operations incidental to 
any issue of stock; 

2. The keeping of the stock ledgers and transfer books 
relating to inscribed stock; 

3. The issue of stock certificates to bearer; 

4. The preparation and payment of dividends on stock 
and the payment of stock certificate coupons; 


5. The issue and payment of treasury bills and exe 


chequer bonds; and as depositary of the public funds it 
keeps the banking accounts of all the various govern- 
ment departments, receiving money, paying drafts and 
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holding securities, as in the case of ordinary banking 
accounts. It facilitates the transmission of reveuue 
moneys from the provinces, and acts as the medium for the 
issue of gold and silver coin and for the withdrawal of 
light coin from circulation. It also grants temporary 
advances to the Government in accordance with regula- 
tions sanctioned by Parliament. a 

Q. Does the bank receive any compensation for such 
services? 

A. The bank is remunerated for its services to the Gov- 
ernment under an arrangement extending over a term of 
years. From time to time this arrangement is carefully 
considered in all its bearings by both parties, and fresh 
conditions are settled as circumstances may demand. 

Q. You show in your statement, “‘Notes, £23,838,855; 
gold and silver coin, £1,636,258,” being 50 per cent of 
your deposit liabilities. Is there any general rule of the 
bank with reference to the percentages of cash reserve held 
in the banking department against deposit liabilities? 

A No. 

Q. Do the banks in England, Scotland, and Ireland 
have balances with you, and are these balances regarded as 
a very important part of their cash reserves? 

A. All the large London banks, most of the Scotch and 
some of the Irish banks have accounts with the Bank of 
England. Provincial English banks and branches of 
London banks in towns where the Bank of England ha$e 
branches have local accounts with the bank. As to the 
balances maintained on these accounts, the question of 
their importance in relation to their cash reserves is rather 
one for the banks themselves to answer. 

Q. Can you estimate the percentage of cash (coin 
and notes), the deposit liabilities in all the banks in Eng- 
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land, including the banking department of the Bank of 
England? 
A. No; because only in a few cases are coin and notes 


recorded as a separate item in balance sheets. 

Q. How and by whom is the bank rate fixed? 

A. The bank rate is fixed at the weekly meeting of the \ 
court of directors, but the e governor has [ power to raise the // 
rate at any intermediate time, should circumstances in 7 
his opinion render such a course necessary. y 

Q. When and under what conditions is the bank rate 
changed? {4} ) 

A. The bank rate is raised with the object: either of 

preventing gold from leaving the country, orf attract- 
ing gold to the country, and lowered when it is completely 
out of touch with the market rate and circumstances do 
not render it necessary to induce the import of gold. 

Q. Is any notice given in advance of an intended 
change? 

eK, 

Q. Do you regard prompt and adequate increase in 
the bank rate as the most effective measure to protect 
the bank’s reserves? 

AN eS: 

Q. Does the raising of the bank rate ever fail to 
attract gold and change the course of exchanges? 

A. Experience seems to prove that the raising of the 
bank rate to a sufficient level never fails to attract gold, 
provided the higher rate is kept effective. 

Q. How do you account for the fact that at times a 
higher bank rate in England fails to attract gold from 
the Continent when lower rates prevail there? 

A. Because there is no gold market on the Continent 

eso free as the London market and the continental mar- 
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kets frequently do not release gold for export until the 
rate in London has reached a figure which threatens dis- 


turbance to their own financial position. 
Q. Is the raising of the bank rate more effective in 


controlling gold movements now than at the time of the 
last suspension of the bank act in 1866? 
B.. Yes. 
Q. To what do you attribute this increased efficiency? 
A. To the increased and more rapid means of intercom- 


munication between financial centers. ee, 


Q. What effect did raising the rate in the period from 
October, 1907, to January, 1908, have upon the bank’s 
gold supply? 

A. On the 15th August, 1907, the bank rate was raised 
to 4% per cent and so continued till the 31st October, 
when it was further raised to 54% per cent. On the lat- 
ter date the total bullion held by the bank was £31,700™ 
and the proportion of reserve to deposits 39.9 per cent. 
On the 4th November, owing to further withdrawals of 
gold, the governor, acting on his powers, raised the rate 
to 6 per cent. On the 7th November the court of di- 
rectors raised the rate to 7 per cent, the total bullion 
being £28,700™ and the proportion 35.2 percent. Thence- 
forward the inflow of gold was greater than the outflow, 
thus demonstrating the power of an effective e increase of 
rate. On the 11th December the total bullion was 
£34,100" and the proportion 47 per cent. At the end 
of January, by which time the rate had been gradually 
reduced to 4 per cent, the total bullion was £38,500™ 


and the proportion 56.6 per cent. 
Q. From how many countries did the bank receive gold 


as a result of the increase at that time? 
A. Twenty- including British colonies. 
enty four, including British color 
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Ov. the stein des rate of 7 per cent fixed by the 
bank had not been sufficient to attract gold, would the rate 
have been further increased? 

abet NY oe 

Q. Do you take other steps in addition to raising the 
bank rate to protect gold in times of a crisis? 

A. Yes. 

Q. Is it customary at such times to advance money 
without interest to importers of gold to cover the time re- 
quired in transportation? 

A. At such times facilities for bringing gold have been 
given in the shape of free advances during transit, adequate 
security having been lodged. 

Q. Is it the practice of the bank in times of stress 
to discount bills of a satisfactory character for its cus- 
tomers freely? 

A. At such times the bank is always ready to discount 
bills of a satisfactory character for its customers or for the 
market. 

Q. Is it the policy of the bank to discriminate 
against finance bills in times of financial crises? 

A. The bank always discriminates against ‘“‘ accommo- 
dation”’ bills pure and simple, but in times of financial 
crises each case would be considered on its merits. 

Q. Does the understood policy of the Bank of Eng- 


land to advance bank rates rapidly and at the same time\* 


to extend liberal credit in times of serious financial trouble 
meet with general approval in business and banking circles? 

A. This is a question more for the general public to an- 
swer, but it is believed that on the whole the action of the 
bank during the autumn of 1907 met with general approval, 
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Q. Does the bank sometimes borrow money in the 
open market for the purpose of raising the market rate? 

A. Yes. 

Q. Do you sometimes sell consols for the same purpose? _ 

A. Yes; on rare occasions. 

Q. What are the provisions of law with reference to 
the purchase of gold by the bank? 

A. Under the act of 1844 all persons are entitled to 
demand notes in exchange for bar gold at the rate of 
oe 178. od. per ounce standard, subject to such gold being 


melted and assayed at the expense of the seller by per- fe 
sons approved by the bank. 4 Se 

Q. What is the usual price paid by the bank for gold 
purchased? 

A. (See answer to previous question.) 

Does the bank under some conditions advance its rate 
for gold purchases? i 

A. Ves. 

Q. Under’what circumstances and to what extent does 
the bank charge a premium for gold bullion or foreign 
coin? 

A. When there is a ea for either gold bullion or 
foreign coin for export to another country the bank follows 


the same rule as the seller of any ordinary commodity. . 

Q. Is the gold purchased by the bank sent to the 
mint or deposited in the issue department and notes issued 
against it? 

A. In the first instance such gold is held in the issue 
department; later it may be sent to the mint as required 
for purposes of coinage, or sold. Until sold notes can be 
issued against it. 
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Q. Is London the only free market for gold in Europe? 

A. In practice; yes. 

Q. Do the joint stock and other banks rely upon the 
reserves of the banking department of the Bank of Eng- 
land as their ultimate resource in case of trouble. 

Ave eS: 

Q. Do you favor an increase in the fiduciary note cir- 
culation? 

A. No. 

Q. Do you favor the issue of £1 notes? 

A. No. 

Q. If not, what is the reason for your objection? 

A. Our objection is based principally on the opinion 
that if there were £1 notes in circulation they would take 
the place of gold in the pockets of the people and thus 
tend indirectly to drive gold from the country. 

Q. Does the proposition for a secondary gold reserve 
meet with approval? 

A. The question of a secondary gold reserve is one upon 
which no definite agreement has so far been reached. 

Q. Is it desirable that bank reserves generally should 
be strengthened? 

A. Probably. 

Q. Has the experience of the United Kingdom with 
reference to note issues under the legislation of 1844 and 
1845 been satisfactory? 

A. Yes; we think it may truly be said that the system 
has been highly satisfactory. 

Q. With respect to the monopoly of notes issue, are 
any modifications or amendments to the bank act sug- 
gested; and if so, what is the nature of the proposals? 
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A. We are not aware that any modifications or amend- 
ments have been seriously proposed. 

Q. Is there any substantial demand for what we in 
America call ‘‘greater elasticity’ in volume of currency 
(notes and coin) to answer business demands? 

A. No. 

Q. Is there any inclination to adopt the German sys- 
tem of taxed issues for emergencies or some modification 
of it? 

A. The German system has been suggested, but we are 
not aware that there is any inclination to introduce it into 
this country. 

Q. Is there any tendency to return to the system of 
note issue in existence prior to 1844? 

A. No. 

Q. Is there any contention in banking or economic 
circles that it is necessary to restore or extend the right of 
issue to banks other than the Bank of England, to enable 
them to increase their own profits or to afford adequate 
facilities to borrowers or to meet legitimate business de- 
mands? 

A. Not that we are aware of. 

Q. Has the rapidly increasing use of checks, bills of 


_ exchange, and other instruments of credit and clearing 


house facilities, rendered the enlarged employment of 
bank notes unnecessary? 

A. Yes. Whereas during the last twenty years the 
total amount of the effects passed through the London 
clearing house in one year has increased from 
£6,942,172,000 to £12,120,362,000, or about 75 per cent, 
the annual average of Bank of England notes in circula- 
tion, inclusive of £2,250,000 additional notes issued’ 
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against securities in lieu of lapsed issues of other banks, 
has only increased during the same period from 
£24,283,000 to £28,870,000, or about 19 per cent. 

Q. What, if any, artificial means are taken by you 
to secure changes in the volume of currency (notes and 
coin) to make it responsive to business demands? 

A. The volume of notes and coin in circulation adapts 
itself automatically to the public need. No artificial 
steps are required. 

Q. What effect has a marked increase in the com- 
mercial and industrial activities of Great Britain on the 
volume of note issues? 

A. Owing to the very extended use of cheques, any 
increase in the issue of notes at such times is compara- 
tively trifling. 
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THE UNION OF LONDON & SMITH’S BANK 
LIMITED. 


Interview with Sir Felix Schuster, Bart. (Governor). 


Q. Your bank is organized under the General Com- 
panies Acts as are all joint stock banks in England? 

Sues. Fs 

Q. You are not under government supervision or 
examination? 

A. No. 

Q. This bank was organized by the union of two insti- 
tutions, was it not, or was that a later development? 

A. That was a later development. The bank was 
started in 1839, as an unlimited company, but registered 
in 1882 under the act of 1881 as a limited company, as 
most of the unlimited banks were at that time. There 
had been a great outcry after the failure of the City of 
Glasgow Bank, which was an unlimited concern, and there 
was a great feeling in the country against the unlimited 
liability. The result was that many responsible holders 
of shares, however good the concern might be, shoes 
desire to sell out, and there was a fear that only those 
people would remain shareholders whose liability would 
not count. The feeling all over the country was so 
strong that an act was passed in 1880 enabling those unlim- 
ited companies to register themselves as limited com- 
panies with a*very large uncalled liability, and we and all 
the other London clearing banks registered as limited 
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companies at that time, and no joint stock banks in the 
country were unlimited. We remained a purely London 
institution until 1902; we then enlarged our operations by 
establishing some branches throughout the country in 
various towns, and that we achieved by buying several 
banks in the country. 

Q. The authorized par of your stock is £100, and 
£15 tos. have been paid on each? 

A. Yes. The subscribed amount of each share is 
£100. Every holder of a share having paid £15 1os. is 
liable for another £84 ros., but of that £84 10s., £50 
could only be called up in case of liquidation. It is a 
reserve liability. We have no power now to call up more 
than £34 10s. for the development of the business; the 
other £50 reserve liability would be for the creditors in 
case of a liquidation. 

Q. Are your shares held by individuals and corpo- 
rations? 

A. By individuals, not by corporations. There are 
upwards of 8,600 different shareholders. 

Q. In the transfer of shares, do you require the name 
of the transferee to be submitted and approved before 
the transfer is made? 

Pat Y es. 

Q. That of course is in order to insure the responsi- 
bility of your stockholder? 

A. Thatisin order toinsure the responsibility of our stock- 
holder, and it goes a little further than that. I will explain 
that later on. Although we have the power to withhold 
our consent to a transfer, we use it very sparingly. It 
would be rather hard on the man who wants tosell hisstock 
to a responsible party to have consent willfully withheld. 
As a matter of fact, the cases do not frequently occur, 
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but where we should certainly exercise that power would 
be in a case where we saw an attempt on the part of one 
holder to secure too large a holding. At one time we had 
a sort of self-denying ordinance even amongst the directors 
that no director should hold more than a specified number 
of shares. If we saw any attempt outside on the part of 
anyone to get too large an interest, we should use our 
power and refuse to put more stock in his name. We 
also provide against that danger by giving no single pro- 
prietor more than 20 votes, however large his holding 
may be. Every 1o shares carry 1 vote, so the holder of 
200 shares has a maximum number of votes. 

Q. Is that the usual custom with the joint stock banks 
of England? 

A. I am afraid I can not answer offhand. I suppose it 
is so in some cases, but the practice varies. It is cer- 
tainly so in this bank, and I think it is a very good and 
useful rule. . 

Q. It is customary in England we find to distinguish 
between current accounts and deposit accounts. Will 
you describe the distinction you make? : 

A. I am rather surprised you should say you find it 
customary, because I believe we are the only bank who 
make that distinction in their published balance sheets. 

Q. That is true as regards the published balance sheets, 
but a distinction exists between current accounts aftd 
deposit accounts, although not stated separately. 

Ae es, 

Q. Allow me to say here that your statement is one 
of the most satisfactory in form of any we have seen. 

A. We have always tried to make it so, and we always 
think it is good policy to give our own shareholders and 
the public as much information about the state of affairs 
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as is compatible with the proper conduct of business. 
You know what we mean by the ordinary drawing ac- 
counts of our customers. When customers have balances 
they have the power to draw against them; these are 
ordinary business accounts; deposit accounts are accounts 
which represent moneys which we receive from the public 
at large whether they are customers or not, and those 
moneys are always at notice—seven, fourteen, thirty 
days, or whatever the notice may be. They do not rep- 
resent a liability which is immediate, whereas current 
accounts represent moneys which can be drawn upon on 
demand. Deposit accounts are subject to notice. 

Q. Your acceptances and guarantees are your accept- 
ances of bills drawn by your customers who have arranged 
with you for a credit? 

A. Yes. Toa very large extent they represent ship- 
ments of produce under credits against shipments from 
one country to another, but they are all of them covered 
by security. Although that is not provided for in our 
deed of settlement or in our articles, yet that is a rule 
which we lay down and which I think is a salutary rule in 
deposit banks. We do not give what are called open 

_credits, and every acceptance is covered by a deposit of 
security. 

Q. It may be in the form of bonds or shares or ware- 
house receipts? 

A. Yes; but mostly it is in the form of bonds or shares-— 
readily negotiable securities. 

Q. And almost without exception those bills are drawn 
by customers outside of London? 

A. Yes. They may be drawn on behalf of customers 
in London, but they would not be drawn in London; they 
would be drawn outside. That is a case which occurs 
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frequently. “A customer in London wishes to open a 
credit in China or India, and he gets his correspondent to 
draw on us; he deposits his own vn security here; he gets the 
goods consigned to to him and we provide the acceptance. 

Q. Are such bills usually drawn at not to exceed 
ninety days? 


A. That depends entirely on the usage of the country . 


where they are drawn. For instance, from the United 
States they used to be sixty days mostly, but as you 
know perfectly well there has been rather a habit latterly 
to alter the tenor to ninety days. In some countries they go 
to three or four months, and in the Far East to six months, 
but Far Eastern bills are getting shorter. The longer 
period was applied for sailing vessels, but these are going 
out of use, and the bills have got shorter. There is noth- 
ing beyond six months. 

Q. What is the customary charge for acceptance of a 
ninety-day bill? 

A. Generally speaking, you would say that one-fourth 
per cent was the minimum. Of course when it is for sh ship-_ 
ments of “produce the commission would be higher where 
we have to watch for margins and so on; one-fourth per 
cent is the minimum. 

Q. Your acceptance constitutes what is known in Lon- 
don as a prime bill? 


A. Yes,/and not only in London, but I think ever “4 


where throughout the world, and not only because of the 
security the acceptance itself affords, but also, I think, 
because it is known that no one would draw on the Union 
Bank who has not security deposited with us. That 


practice being known, it is practically certain that every — 


bill drawn on the bank will be accepted; at least, af is a 
fair assumption. 
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Q. Is there discrimination in easy times between a mer- 
chandise or trade bill and a finance bill? 

A. Oh, yes. When you are dealing with bank bills, 
such as our acceptances or those of other first-class banks 
in London, there would be no discrimination, but when 
you come to financial houses there is a discrimination, 
and the ordinary genuine trade bill is very much pre- 
ferred, and it would not be safe for any firm, however 
strong, to disregard that feeling, and people for their own 
protection would not care to accept a purely finance bill. 
We try to discriminate in the business. We do an accept- 
ing business, but when we think the bill is drawn purely 
for finance reasons, such as stock exchange speculation, 
we do not care for the business; we decline. Our accept- 
ances are only £4,000,000. If we chose to go in for accept- 
ing finance bills, that might be five times the amount very 
easily. 

Q. Is there any other bank in London which shows in 
its reports the item of cash in hand separately as you do 
in yours? 

A. I do not think so. 

Q. You are a strong advocate of that practice, are you 
not? 

Ay CS. 

Q. Have you an idea of the amount of cash, gold and 
silver, in the banks of England, and the percentage of this 
amount to the deposit liabilities of all the banks, including 
the Bank of England? 

A. No. It is a figure you can not arrive at, because it 
is not published. Silver we can eliminate. It is used 
only as token money and legal reserve up to £2. I 
believe the Mint made a census this last June of the 
amount of gold held by the banks in England who have 
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been asked tb supply the figures and have done so volun- 
tarily, and I believe that amount, exclusive of the Bank 
of England, is £35,000,000, but I have not seen any 
official statement to that effect. It has not been pub- 
lished. 

Q. Some of the economists have estimated that the 
total gold reserve to deposit liabilities of all banks is 
about 6 per cent? 

A. I should say that was about a correct figure. It is 
a sort of figure one has in one’s mind, but it is very 
difficult to really tell what the liabilities of the banks 
are, because there isa great deal of duplication in enumer- 
ating. The total liabilities of the joint stock banks in 
England and Wales would be about £700,000,000, those 
of the United Kingdom about £900,000,000, but Scottish 
and Irish banks are subject to special conditions. 

Q. You refer to the total deposit liabilities? 

A. Yes; the deposit liabilities, but then several amounts 
are counted twice over. Say we have a balance belonging 
to a country bank of half a million; that half a million 
would appear in our liabilities, and that liability would 
also be represented in the figures of the country bank 
which keeps the account with us. Again, that might repre- 
sent the liabilities of a third bank. Therefore in reckon- 
ing the total liabilities at £700,000,000 you have to 


make very large allowances. I think when you come to. 


analyze the actual amounts due to the public you will 
find they are very much smaller through this duplication. 
Then your proportion of reserve would be larger naturally. 
It is moreover very difficult to estimate the amount of 
actual cash, because many banks in their statements do 
not distinguish between cash and money at call and give 
the two together in one item. ; 
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Q. Does your money at call and short notice repre- 
sent loans to stock exchange houses on collateral? 

A. Not very largely. It includes that, but it is not 
by any means the larger proportion; in fact, it is only 
comparatively a small proportion of this. It is mostly 
against bills of exchange which mature from day to day. 
We lend to the discount market here against bills as 
collateral. 

Q. It is considered by you a secondary reserve? 

De VES. 

Q. You show investments of approximately £5,000,000 
in government securities of different character; that is a 
little more than your capital and surplus; is that a normal 
figure? Do you endeavor to have your capital and sur- 
plus invested in government securities? 

A. I do not think the figure has been arrived at as rep- 
resenting capital and reserve; I think it is rather as repre- 
senting a certain proportion of our liabilities. You will 
find, roughly speaking, that all these items represent cer- 
tain proportions of liabilities. You appreciate it is im- 
possible to keep to exact figures; that is to say, as between 
cash in hand and money at call we generally take about 
35 per cent, the two together. That is a figure we hardly 
ever get away from, or if it gets lower than that we try 
to make it up. “ Probably these figures [handing document] 
represent a larger proportion. It goes up to 40 per cent 
of our liabilities between these twoitems. You have heard 
of window dressing probably and all that sort of thing. 
Personally Ido not mind so much whether the money is 
in actual cash on a given day, provided we have control 
of it. Cf course, I must have a certain proportion in actual 
cash, but if money is in demand overnight against good 
security I do not mind reducing the cash for a few days 
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for certain purposes, but that 35 to 36 per cent we always 
keep. 

Q. That is as to current or both current and deposit 
accounts? 

A. Both current and deposit accounts, The current 
account proportion would be very much larger. Next to 
that in the items of reserve I should place the bills which 
mature, bills discounted. Investments represent prob- 
ably about 16 or 17 per cent of our liabilities. It is some- 
times felt that investments are perhaps not so readily 
available, but it is useful to have a certain proportion in 
these investments which is practically outside the run of 
your ordinary business+4something quite away from your 
ordinary business. 

Q. It is your practice to employ your surplus funds in 
the purchase of prime bills through bill brokers? 

An eves. 

Q. Is that the general practice in London? 

Avi ves: 

Q. Is the bill broker an important factor in financing? 

A. A very important factor, almost too important in 
many ways, because the liability of the bill broker is one 
which only can be met in ordinary times, and in troubled 
times he is at the mercy of the banks and of circumstances. 

Q. The item of bills discounted, £4,700,000, are those 
bills purchased or from customers? 

A. They would be both. 

Q. Do your loans and advances represent your business 


4° 


with dealers? 
A. Loans and advances are the advances to trading 
firms. 
Q. Are those advances all secured? 
A. Yes. 
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Q. Is it the general practice in London to make ad- 
vances to very responsible people on a single name? 

A. Not in London. 

Q. Quite unusual? 

A. Quite unusual. The London bankers’ practice is 
only to make an advance against collateral, but in some 
of the country towns certain banks do give overdrafts 
upon credits, particularly in Manchester, but local prac- 
tices vary very much indeed. I think the practice tends 
very much more to assimilate between country and 
London. It has become much more the practice in the 
country to ask and to get security against advances. 
There are several reasons for that. In the first place, 
the amalgamation of the provincial banks with the great 
London banks, which has taken place, as you know, in 
the last fifteen or twenty years. The London banks take 
the place of the purely private banker, the man who 
dealt with his own money and lent a great deal on per- 
sonal security and nothing else. The joint stock institu- 
tion has come in with more rigid rules; and they try to 
get security where they can, and they get it in most cases. 
I will not say that the general banking practice all over 
the Kingdom is to make no advance without security, 
and I could not say even in our own case there may not 
be some instances where there is no collateral, but they 
are an infinitesimally small proportion. The general 
practice is to get security. The second reason why that 
practice has grown so much is the conversion of private 
trading firms into joint stock companies, unlimited 
partnerships being turned into limited liability companies 
often with debentures out, and the position of the banker 
or any other creditor becomes quite different. He is en- 
titled to ask for security where in former cases there 
might have been no necessity. 
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Q. Is it clistomary for you to receive as collateral for 
loans to stock exchange houses any securities which are 
listed on the exchange? 

A. No. We certainly discriminate against securities 
and reject them if they are not to our liking and we draw 
a great distinction. We do not look so much perhaps to. 
the intrinsic value of the security as to the negotiability 
of it. We must have a security which has a ready mar- 
ket. With stock exchange firms the usual rule is to have 
a margin of 15 to 20 per cent. 

Q. If a broker ‘offered you a loan secured by Union 
Pacific shares, Pennsylvania Railroad shares, United 
States Steel common, Amalgamated Copper, a fair pro- 
portion of each, would it, generally speaking, be of satis-. 
factory character? 

A, It depends on the standing of the broker, but those 
securities I for one with a good margin should not object 
to at all. I should look upon that, dealing with respect- 
able people, as a well-secured loan, because I know if 
there was no market for them here I could sell them 
somewhere else,'and I always prefer a security which has 
two markets or three markets to one that has only one. 

Q. Do you pay interest on both current accounts and 
deposit_accounts? ~ ae 

“A. Not on current accounts. Again you have a distinc- 
tion between the practice in the country here and in. 
London. In London we pay no interest on current 
accounts at all. ‘In the country it is the practice to pay a 
certain rate of interest on current accounts, but then you 
get a commission on the turnover, whereas in London 
you make your profit out of the balance. 

Q. How does the bank rate affect the rate allowed by 
you on deposit? 
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A. The rate on deposit is strictly regulated by the bank 
rate. In fact, there is an understanding between the 
banks as to that rate of deposit. Every time the bank 
rate is changed the bankers meet and fix the deposit 
rate. 

Q. Is it usually 1% per cent under the bank rate? 

A. It is usually 144 per cent under the bank rate. But 
there is always a special meeting to fix that rate. 

Q. In London there is usually a difference between the 
rates charged on loans and bills in favor of bills, is there 
not? 

Ames: 

Q. Would you say that that difference is perhaps from 
one-half to 1 per cent in favor of the bill? 

A. It depends so very much on the circumstances of the 
moment that it is very difficult to generalize. At the 
present moment I would say a three months’ bill is worth 
17%, and a three months’ loan would be worth perhaps 3%. _- 

Q. You have several branches, have you not? a 

A. I think there are 150, roughly. 

Q. In your statement I notice that several firms are 
incorporated with you. Does that mean that they are 
now branches of the Union of London & Smith’s? 

A. Yes. The naming of these old firms in our state- 
ments is intended to show the continuity of the business, 
that although the bank itself was only established in 1839 
these firms whose business is carried on date much farther 
back. There is one of them I believe established in 1688, 
and so on—very old businesses—and there is a certain 
personal element represented by the names of those firms. 
They are branches and are entirely under the control of 
the board here. 
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Q. Were most of your branches organized by you or 


were most of them other institutions purchased by you? 

A. Some of them were other institutions; some of them 
were organized by us; most of them were those old bank- 
ing firms which were carried on as private businesses and 
have since become branches of our bank. Of course, the 
organization is that of the bank. /For instance, we have 
80,000 clients in the bank—go,ooo probably—but I can 
ring this telephone now and send up to my country branch 
manager, ‘‘How is so and so’s account in Bristol?” or in 
Nottingham, and he will tell me how that account stood 
and what the security was at the end of last week, and he 
will give me the complete history of each account. VA 

ae Q. Have you in mind how many branches you had ten 
years ago? 

A. I have in my mind how many there were when I 
joined this bank; there were four; that is, twenty-two 
years ago. 

Q. The tendency is for the consolidation of banking in 
Great Britain, is it not? 

As YES, 

Q. Very strongly in that direction? 

A. Very strongly in that direction, yes. 

Q. As a matter of fact, a large part of the commercial 
banking in England is done by about a dozen institutions, 
isit not? . 

A. No; I would not put it quite as low as that. There 
are a good many of the small banks, independent banks, 
not amalgamated with the big banks, who still do a great 


there are very important local banks. It is no doubt the 
fact that four or five banks do about half the banking 
business. 


. ; | 
deal in the provinces. In Liverpool and Manchester | 
46 


Interviews — England 


Q. Has the conversion of a private bank into a branch 
of your bank generally met with favor in the community 
where that bank is located? 

A. No. 

Q. At the outset did you find opposition? 

A. Certainly. 

Q. Do you believe that the community is as well or 
better served through your bank than through the inde- 
pendent bank? 

AS Detter: 

Q. Do you believe that the customer of that bank gets 
as fair consideration from you, that is, that you are in a 
position to judge fairly of his merits and his needs, as the 
private bank? 

A. Yes, I am convinced of that, but there ought to be 
a qualification. I do not think he would get perhaps the 
exceptional treatment that he might have had under the 
old conditions from a private bank. 

Q. But in the main you believe that the banking situa- 
tion is stronger and better and the country is better served 
through the system of branches than through the inde- 
pendent banks? Z 

A. I am quite convinced of that, if only for one reason, 
that I do believe the indiscriminate granting of credits 
to the individual ‘is injurious to himself, the private 
bankers being too much in the habit of regarding old 
family associations and not so careful as the joint 
stock company would be, and he has accustomed people 
to trade on the credit that they get from the banker. I 
do not think that is banking business. The bank ought 


never to supply the trader with working capital. I 


think it is bad for the trader. I think the banker ought 
to give temporary accommodation to tide the trader over 
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the time when he is short until the time the money comes 
in again—for temporary purposes only. If a trader is not 
sufficiently provided with working capital and_ depends 
on the bank, there is sure to be trouble at some time. 

Q. The Clearing House of London is a close corporation 
and a very important factor, is it not, not only as to its 
machinery but also as a factor in controlling the condi- 
tions in London? 

A. No; I should hardly put it so high as that. 

Q. Is it not quite essential to the success of a financial 
institution doing a commercial business to become a 
member of the Clearing House if it is to meet with a large 
degree of success? 

A. No. After all, there are only 17 banks, I believe now 
in the Clearing House, but there are a great many other 
institutions who are not members of the Clearing House 
and who do not suffer from that fact. Scotch banks with 
branches here who do a large banking business are not 
members of the Clearing House. ‘There are all the colonial 
banks with head offices or branches in London and other 
large institutions; those are not members of the Clearing 
House. There dre Barings and Rothschilds; they are not 
members of the Clearing House. 

Q. Would you say the Bank of England is in any way 
a competitor of the other banks in England? 

A. Yes. That is a source of very grave complaint by 
the other banks. 

Q. The Bank of England do not pay interest on any 
accounts? mse 
they act as intermediaries for 


A. No; butin some cas 
lending money. It is a Yery subtle distinction. It will 
probably be denied by/the representatives of the Bank 
of England that the¥ are competitors; it is a constant 
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source of disagreement between us. There is absolutely 
no doubt that they are. To start with, they have our 
balances, which they use in the market, or 40 per cent of 
which they use in the market. That in itself is competi- 
tion. If we held our balances ourselves (according to 
this statement this bank’s balance alone was £3,400,000; | 
they use probably £2,000,000 of that)—if we held it 
here, they could not; but in other directions also they 
compete. 

Q. Do you care to state in what directions? 

A. It is very difficult to specialize and to say where 
they compete with us. They might say the joint stock 
banks compete with them. The fact is the course of 
business is altered. The Bank of England despised 
business at one time which at the present time they 
would be glad to do. They allowed the other banks to 
grow up round them and get very strong and powerful, 
and, having perceived that, they rather tried to retrace 
their steps and get a little of that business themselves. 
It is an anomalous position. 

Q. What would you say are the most important 
functions of the Bank of England? 

A. At the present time? 

Q. Yes. 

A. The Bank of England is the central reservoir of the 
whole banking system of the United Kingdom. Through 
their holding the balances of the joint stock banks, of the 
clearing-house banks, and the government balances, of 
course they have obtained very great power, and they can 
control the market by witholding advances, by fixing their 
rates, by borrowing from the market when they feel in- 
clined to do so. Practically they have the whole control_- 
of the money market in their hands, and they are also in 
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touch with general movements that are taking place; they 
can judge better than anybody else from the state of the 
balances of the joint stock banks how trade is in the coun- 
try, whether there is a large demand for money, whether 
those balances show a tendency to shrink, or whether they 
show a tendency to accumulate. That in itself gives them 
an insight, and consequently power; and of course the tax 
collectors’ checks flow into them at one given period of 
the year. They can lend that out; if they did not lend it 
at that time, freely, of course the market would be de- 
prived of the funds that flow in. Of course these are con- 
ditions which are very acute in your country. That is 
what the Bank of England has to see to. They minimize 
the locking up of funds in one quarter. It is generally 
assumed that in times of trouble it is the duty of the Bank 
of England to grant accommodation to solvent parties who 
have good security to offer. The Bank of England does 
not openly acknowledge such a duty, which has never been 
officially imposed upon it, but it has always acted up to 
it, and were it not so its strength and raison d’étre as 
holder of the ultimate reserve and bankers’ bank would be 
gone and other arrangements would become imperative. 
I have dwelled on this point, the “implied” duties of the 
Sd eth 

Bank, which are much more important than the legal 
duties, in one of my papers, “The Bank of England and 
the State.” TIalsofurnish you a copy of a paper I wfote 
four years ago on foreign trade and the money market, 
which has an evident bearing on the questions under dis- 
cussion. 

Q. What steps taken are most effective in attracting 
gold or in the preventing of its outflow? 
A. The raising of the discount rate, and not only of the 
nominal Bank of England rate, but of the market rate 
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as well. “You often have a condition which you describe 
as the open-market rate, that is 1 to 2 per cent lower than 
that of the bank rate, and in those conditions the Bank has 
no influence whatever. What the Bank have to do under 
those conditions if they wish to attract gold and prevent 
its leaving is to pay more in the market for money than 
other people would; they must artificially raise the value 
of money outside; /Ahey immediately become borrowers 
and sweep up all the floating supplies at a higher rate than 
a discount broker would pay us. They do not do it them- 
selves. In one instance they have done it direct, but in 
most cases they employ a broker. / fe hey give security for 
those loans and in a short time they sweep up the surplus 
funds, and that becomes effective in raising the discount 


rate. That again has an influence on the foreign ex- 


changes. It is the foreign exchanges that regulate the 


outflow or influx of gold, and foreign exchanges can only / 


j/ 


be regulated by the value of money. 
Q. Does the: Bank of England sometimes suggest the 
policy the joint stock bank should follow, say in not 
accepting finance bills? 
A. There is one thing I should like to say; there is no 


saa" 


official way of communicating, no regular meeting be- | 


tween the banks and the Bank of England. I, for one, 


most strongly advocate that there should be periodical } 


meetings. The Bank of England are not members of the | 


Clearing House. They do not take part in the ordinary | 


meetings that bankers have amongst themselves; they 

stand outside. There is no regular vehicle of communi- 

cation. As to the allegation that certain banks have 

been told by the Bank of England that they prefer them 

not to accept finance bills, I really can not say whether 

it is true or not; there has been such a report but I have 
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no enowiedse of it, and I personally doubt it; but it may 
be so. As a matter of fact, this outcry against finance 
paper being accepted by banks at that particular period 
was absolutely unjustified. There was a good deal said 
about it. There was a great deal of finance paper in circu- 
lation accepted by finance houses and outside banks, 
but the acceptances of the banks were not above the 
normal amounts, although perhaps in one instance there 
may have been a very considerable increase. Our own 
acceptances at that time were much below their normal 
figure. We had foreseen somewhat troubled times and 
had deliberately reduced them very materially. In a 
paper I read before the Institute two years ago I gave the 
figures. I said: “A glance at the figures of the clearing 
bankers who publish monthly statements will show how 
much truth there is in this allegation. The aggregate 
acceptances of these clearing bankers for the last twelve 
months are as follows: 1905, November, £24,200,000; 
December, £23,400,000; 1906, January, £22,300,000; 
Vebruary, £23,100,000; March, £23,300,000; April, £21,- 
300,000; May, £19,200,000; June, £16,400,000; July, £17, 
900,000; August, £18,000,000; September, £18,800,000; 
October, £20,900,000; November, £25,255,000. ‘Thus it 
is shown that although in the autumn there has been 
some increase, as is usual and incidental to the time of 
the year, there is absolutely nothing exceptional in these 
figures.” 

Q. How are checks on the Bank of England cleared? 

A. They are in one side of the clearing and not in the 
other. We pay our checks on the Bank of England direct 
into an account with it. Checks on us which the Bank 
of England hold go through the Clearing House. 
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Q. While the bank rate is fixed and is to-day, say, 24 
per cent, is it not a fact that the Bank of England do some 
business for their customers and also purchase bills for their 
account at a lower rate? 

A. That is so, and that is one of the matters of com- 
plaint. By fixing the rate at 2} per cent or 3 per cent or 
4 per cent they can regulate the rate we fix for our own 
customers. We regulate our deposit rate in accordance 

, With the bank rate. We also regulate the rate we charge 
{ for our loans in accordance with the bank rate, and we 
i are bound by it to a certainextent,and they themselves feel 
| at liberty to depart from it. 

SO: Is the bank rate the maximum rate charged by them 
on paper acceptable to them for any period? 

A. They vary the period from time to time. 

Q. They would charge the same rate for ninety days as 
for thirty days? . 

A. Notinvariably,and it is not strictly correct to say it 
is their maximum rate, because of recent years they may 


} have raised the rate suddenly to something above the bank 


t 
i 
' bank rate would be raised. 


Q. What, then, does the bank rate mean; what does it 


rate and that is taken as a warning that next Thursday the 


govern in fact? 

AA, It means the general charge to the trade of the coun- \ 
try, because although we say that bills in the market 3 
are discounted at a lower rate than bank rate, yet there is 
a vast number of trade bills which are purely governed by \ 

the bank rate. i 

Q. Would a customer of yours in a branch in a remote 
part of England receive accommodation from you under 
normal conditions at less than 4 per cent? 
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A. (Oh, ayes? in most cases. We very _ often take the 


bill at bank tate, /especially when _1 _the bank rate is 
leeds oes SoS cially wi 

rather high. We ‘might have an arrangement that we 

take bills at bank rate subject to a minimum of 3 or 34 

per cent, but a great many customers would get their 


trade bills done at the bank rate even though the bank 


rate is lower. The Bank of England regulate the con- 


ditions under which the trade of the country is carried 


on, and impose a charge on the trade of the country for 
legitimate accommodation. Nearly all our loans are regu- 
lated by the bank rate. You have not, so far as I know, 
that profession of the bill broker in such prominence as 
we have. Here the bill broker will go all over the country 
to good traders and offer to them to discount their paper, 
and he knows he can take it to the Bank of England, if 
it is good paper, at the bank rate; therefore he can do 
business for them at a very small charge. The bill broker 
plays a much more important part in our commercial life. 

Q. That business is growing very rapidly with us. We 
call them note brokers. They take the paper of various 
houses throughout the country and offer it for sale to 
banks. 

A. I remember the first time I was in the States; in 
Chicago and New York I found a difference of something 
like 3 per cent. s2ee ; 

Q. We found both in Germany and in France the ques4* 
tion of the amount of reserves, either in specie or in bank, 
was regarded as of little importance by the bankers. 
They depend on the Reichsbank and the Bank of France 
for rediscount in times of need. 

A. Both in France and in Germany banks are much 
more dependent on the central institution than we are 
here. They lean on their central institution to a very 
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great extent; for instance, the rediscounting of bills and 
borrowing from the central institution is, I believe, quite 
a usual occurrence. | Here it is an occurrence which would 
only take place in the last resort. As far as I am aware 


this bank has never as long as it has been in existence had 
one penny from the Bank of “England, whether k by way of 
an advarfice or by way of a rediscounted bill. We do not 
rediscount our bills in the market either; so every trans- 
action we enter into we have to see through to the very 
end. A bill, whether three or six months, once here does 
‘not get out again, and for that reason there is much more 
need to keep larger reserves in case of greater demands 
eoming. Then, again, you have the whole question of 
the currency of gold. In the Bank of France you have 
this huge gold reserve and the whole trade of the coun- 
try is carried on with bank notes. There is practically no 
banking system in our sense of the word in France, nor 
is there in Germany. Although the German system 
comes closer to.our own, it isa very long way fromit. The 
check has not taken the place of coin or bank notes on the 
Continent, but here we have practically no_bank-note 
circulation at all. Our business is carried on through 
checks. It is the great distinction between English bank- 
ing and continental banking. ~The whole circulation of 
bank notes in England is practically nil. It does not 
come to anything. < The Bank of England’s active circu- 
lation now is something like £30,000,000, of which per: 

haps £20,000,000 is in the hands of the banks, but our 
trade is not: carried on by notes or coin; it is carried on 
through bankers’ balances, through checks. 

Q. They held in Germany that the reserve was in the 


hands of the people. 


55 


National Monetary Commission 


A. That may be so to.a greater extent than in England. 
People here have little in their strong rooms; their strong 
rooms are banking accounts. 

Q. It is estimated there are 1,000 millions of dollars 
in the pockets of the people in Germany. 

A. That may be. In this country it is estimated at 
100 million sterling, 500 million dollars. I should say it 
was more. ‘Then again we are still the only country that 
lias a pure gold standard, and we want to defend that 
position. That gives us our great strength. If you have 
a bill on Germany you could get gold for it at most times, 
but there are times when they tell you the gold is there 
but they would rather you did not take it, and the same 
in France. 

Q. Why can France maintain a 4 per cent bank rate 
when the rate is higher here? 

A. Because they have not the international trade that 
we have and that Germany has. Of course France is not 
a great industrial country now. It is a stock-exchange 
country, an investing country, and an agricultural country; 
it is not so liable to sudden fluctuations that a great crisis 
in another country exposes us to. When you want gold 
you have to come here. We are much more susceptible 
as the center of the whole banking community of the 
world; therefore we are much more vulnerable. Every 
occurrence in any part of the world will affect London. \* 

Q. Do you consider France a great creditor nation? 

A. Yes. They are a creditor nation and also an export- 
ing nation. In wines they have practically a monopoly 
all over the world. We, too, are a very large creditor 
nation, probably more so than France, but we are im- 
porters to a very large extent. We have the country to 
feed. But that our fluctuations are more violent is, I 
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think, greatly due to the fact that we are the bankers of 
the world; everybody has deposits here and a banking 
account in London. As we are the gold country, foreign 
nations feel that they must have bills on London or 
balances in London which become a reserve for them. 
Directly anything happens they try to convert this into 
gold 


_--Q. Do you regard your system of currency issue as suf- 


UZ. ficiently elastic for your needs? 

SeaNlon)-)> 6% . 

Q. What would you advocate as a change of system? 

A. I advocate several things, one of them being more 
elasticity in the power of issuing notes, somewhat on the 
German plan, but I would only have that provided other 
reforms were carried out as well. I do not think it is to 
be simply added to our present system without adding 
counteracting conditions. I think our fiduciary issue is 
too large; the note issue of £11,000,000 against Govern- 
ment debt. The Government debt ought to be repaid, 
and I for one am in favor of the banks having a gold 
reserve of their own, but adding it to a central fund which 
can be drawn upon under certain conditions, but I do not 
think that the plan has at present found favor. 

Q. Have you that plan worked out in your mind? 

A. Yes; and this paper [handing document] represents 
my ideas as they were two years ago. I have modified 
them to some extent since; but this, roughly speaking, 
represents my views. 

Q. Can we secure a copy of your articles of association 
and of your deed of settlement? 

A. I can let you have a copy for your private use. We 
do not publish them. You were asking if I had the 
thing worked out in my mind. My idea of our system is 
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this: Our whole currency is represented by deposits in 
banks and people have no money in their pockets, but 
they have balances at their banks. Therefore in times of 
difficulty, in time of general anxiety, there might be a tend- 
ency to take money out of the banks and put it into the 
pockets. We ought to have greater reserves, and each 
individual bank, who after all makes the profit, in the 
common interest should contribute to a general fund in 
proportion to its liabilities. 

Q. Assume in time of trouble that one of the many 
banks should have heavy withdrawals. How would you 
arrange to give them the benefit of any more of that fund 
than they had deposited? 

A. They would have to ask for assistance at the Bank 
of England. The Bank of England would be supplied by 
the general fund with everything; that fund would finally 
resolve itself into a deposit with the Bank of England. 
But the conditions under which it could be used would 
have to be specified and settled at the time by consultation 
between the parties. 

Q. It would amount to this: You believe that the banks 
should not only have their cash in vault and credit at the 
Bank of England, but should have a fund of gold deposited 
in the Bank of England to be held for them in gold by the 
Bank of England? 


A. Yes, and only to be used in certain conditions. Theirs* 


contribution to the fund should represent a certain pro- 
portion to their liabilities, 3 to 4 per cent, perhaps. They 
ought to manage their business quite independently of 
thatfund. Iam bound to say it is not an idea that finds 
very much favor with other bankers. Of course with you, 
you have your fixed cash reserves. I think that rigid 25 
per cent becomes no reserve at all; when you are tied down 
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to one particular percentage and can not depart from it, 
that reserve might for practical purposes just as well be at 
the bottom of the sea,in my humble opinion. What 


country is to prevent the locking up of your government 


funds through the huge revenue collections, without let- 


ting the market have the advantage of them, which ought 
not to be allowed to accumulate at certain periods, in- 
stead of circulating freely. That is a distinct loss, and 
if you have found a way of doing that you have done 


Sar 


something. » eB 
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LONDON JOINT STOCK BANK. 


Interview with Mr. Charles Gow, General Manager of the London 
Joint Stock Bank, Limited. 

. When was your bank organized? 

1836. 

Under the general companies law? 


Peet 


It is now; it was not then; it was under the com- 
pany law then, but unlimited liability at that time; every 
stockholder was liable for all he possessed to pay the 
debts of the bank. 

Q. Did you then have a special charter? 

A. No; we worked under what we called a deed of settle- 
ment. That was the method at that time; that is to say, 
the bank entered into a contract with certain parties rep- 
resenting it to do such-and-such business; that was the 
deed of settlement. 

Q. Your capital stock is £100 authorized, £15 paid? 

Peeves: 

Q. What is the liability of the stockholder on that 
stock? 

A. £85 on each share. 

Q. That is, he may be called upon to pay in £85? 

A. Yes: ; 

Q. We found in some of the banks here that the autho® 
ized amount might be, say, £100 with £25 paid, and that 
they could call for £25 more for capital purposes? 

A. Yes. 

Q. But that the remaining uncalled was only as a share- 
holder’s liability in case of loss? 

A. Liquidation; that is to say, that arose too, but I 
spoke about the total liability of shareholders in the con- 
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tingency of winding up. We may go up to £50 paid up 
for legitimate trading transactions; but if we pass that, 
then on liquidation £50 more. 

Q. Where are your shares owned? 

A. Almost entirely by private people; that is to say, 
by individuals, not held by corporate bodies. We do not 
admit corporate bodies as holders of shares. 

Q. Your stock is all registered? 

A. Every one; every share is registered. 

Q. Does your board pass upon a new stockholder? 

Fi uy es: 

Q. His name has to be submitted and approved before 
the stock can be transferred? ; 

A. Thatisso. Frequently we do not make much trouble 
about that, but some banks do; some banks are very par- 
ticular and inquire about everyone. We do not quite do 
that. 

Q. What is the organization of the bank as to the mana- 
gers and the board? 

A. The board of directors is an elected board out of 
the body of the shareholders. The most prominent of 
them are men of position and importance, whose duties 
are generally to superintend. All the power rests with 
them, all the power of appointing officers. I am an 
appointee of the board of directors and not the direct 
appointee of shareholders in meeting called, and so the 
whole volume of authority is vested in the board of 
directors to appoint every officer connected with the bank. 
It is vested in them to do all business of the bank, the 
right to do it, but that power is delegated to appointed 
officers as they think fit. 

Q. How often do your shareholders meet? 

A. Every six months; we have two meetings a year. 
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Q. Do you have two elections a year? 

A. Of directors? Oh, no; we have rotation directors 
for a certain period; I am not quite sure exactly how long 
that is; say three years, and a certain proportion of them 
go out by rotation, but being eligible, if they are, they as 
a rule wish to continue and are reelected. 

Q. What is the purpose of two meetings a year? 

A. Only that we may more frequently present the state 
of affairs to the shareholders. 

Q. So that at one meeting you merely present to the 
shareholders a statement of the condition of the bank? 

A. Oh, no; both meetings are absolutely equal in that 
respect and both meetings are likely to declare a dividend 
if a dividend is declared half yearly, and in order to do 
that we make a clear statement of affairs and present it 
every half year. Some bankers do not do that. 

Q. Is it your custom to ask the approval of the share- 
holders of the dividend to be declared? 

A. We,ourselves,no. The directors reviewing the profit 
and loss account determine upon a dividend and declare it. 
They announce at a meeting: ‘“We have resolved to de- 
clare such-and-such a dividend.” So that it is not left to 
the shareholders. 

Q. Who really conducts the business of the bank? 

A. The managers, who are appointed by the directors; 
that is to say, myself and all those belonging to me. * 

Q. You are the general manager? 

A. Iam. Then I have two assistant managers sitting 
in the room, and there are managers, not so called, but 
of the different departments—heads of the departments 
they are really. There is a chief cashier, a man who has 
charge really of all cashiers, and a number of other men 
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besides, but there are heads of other departments not 
called managers. 

Q. How frequently do you issue a statement? 

A. Every six months, made up to June 30 and Decem- 
ber 31. 

Q. The law requires you to issue but one statement a 
year? 

A. That is so; but you may make as many more as you 
like. 

Q. In your statement of liabilities there is the amount 
due by the bank on current accounts, deposit receipts, cir- 
cular notes, etc., $89,250,000; that represents what we 
call deposits? 

A. Yes. 

Q. What is the distinction between current accounts 
and deposit receipts? . 

A. That is peculiar to us, perhaps; we have the two 
classes of accounts. The current account entitles the cus- 
tomer to draw his checks. The principle of check ac- 
counts with us is that the current accounts must be kept 
on which no interest is allowed. A customer opens an 
account for the purpose of being free to draw checks on 
us payable on demand against funds which he has to his 
credit. That is the basis of our London business. We 
charge nothing for that, but our remuneration is found in 
the sum that he leaves habitually at his credit, for which 
we give him no interest, and that is what we call a current 
account, and the total of the balances which are left at 
credit of this current account are what we use in our busi- 
ness, or such a proportion of them as we think we may 
freely use. Then beyond that we take in deposits repay- 
able at short notice, and those are the deposit receipts or 
deposit accounts which make up the other portion of our 
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business. Deposit accounts are not free to be checked 
upon. A man who wants to withdraw money from them 
must give you the prescribed notice, say seven days, as 
the majority of our deposits are. Sometimes we take 
them for longer on special terms, but as a rule seven days’ 
notice is the term for which we take in these interest- 
bearing deposits, and they are not liable to a man’s check. 
An ordinary current account customer may transfer part 
of his balance if he does not require it to this interest- 
bearing account, and then he may transfer it back again 
to the current account. 

Q. Do you issue a pass book in the deposit account, or 
do you give a form of receipt? 

A. Mostly a form of receipt. 
vt Q. What is the item “Circular notes?” 

A. Those are such things as we give our customers who 
wish to travel on the Continent; they want £100 in circu- 
lar notes available at different places on the Continent. 
They give us £100 for them; they buy them. 

+ Q. It is a letter of credit? 

A. A letter of credit, and the money is put on that 
account to meet the circular notes. 

Q. Would you state approximately the percentage of 
current accounts in this item? 

A. From 60 to 65 per cent of that total represents 
current accounts. «* 

Q. You show “Acceptances on account of customers”’ 
of about $7,300,000. Those are drafts drawn upon you 
by your customers and accepted by you? 

A. Yes; either drawn directly by our customers or 
drawn by other parties on the credits which they issue; 
what we call reimbursement credits. You know, I dare 
say, customers in the West or in Europe authorize people 
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in the East to draw for cotton shipments, or what not, 
on us. 

Q. Are most of those acceptances secured? 

A. Every one. 

Q. How are they secured, generally speaking? 

Xs A. They are secured in the great majority of cases. by 
bills of exchange, by first-class securities with plenty of - 
‘margin, even by cash in hand at a moderate extent, and — 
in a very small extent by bills of lading for produce 
shipped. That is a very small item. 

Q. You speak of first-class securities; you mean bonds 
and shares? 

A. I mean American railroad bonds, for instance, 
United States government securities or European gov- 
ernment securities, and all things of the first class. We 
will not take anything else. 

Q. What is the average life of those acceptances? 

A. Three months; sixty or ninety days; rarely four 
months, and still more rarely six. We do not go beyond 
that. 

Q. What is the usual commission charged for the 
acceptance? 

~ <A. The usual commission would, for three months, be, 
roughly, one-fourth per cent. There are cases where we 
have to abate from that at, say, one-eighth per cent, but 
we generally keep in mind one-fourth per cent as the rate 
of commission for a three-months’ bill, which is really 1 
per cent per annum. 

Q. Can you state the reason for accepting those bills 
instead of furnishing the cash? 

A. We accept those bills because it happens to be the 
custom of the particular banks to draw a long bill. The 
customer himself who buys cotton in Bombay, or wherever 
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it may be, acts according to the custom there to draw a 


bill toa certain usance. Now, for instance, with regard to 
an inland bill, we would not give a credit of that sort toa 
man in London, but wherever there is a regular course of 
business abroad to draw at long usance we comply with it. 

Q. That transaction, in fact, creates what is known in 
London as a prime bill, does it not? 

As Ves, 

Q. And that bill is sold immediately upon your accept- 
ance to some other bank or through a bill broker? AA 
A. Yes. Fy 

Q. In your statement of liabilities you show “Cash in 
hand and at the Bank of England” of approximately 
$15,000,000. I assume it is not your custom to publish 
the amount of cash in hand separately from the amount 
of cash in the Bank of England? 

A. No; there is no other reason why we do not do it 
than that we think it is unnecessary. The banks here 
think it is unnecessary. 

Q. You regard your balance in the Bank of England 
the same as cash? 

A. Subject to our check at any moment, just the same 
as a customer’s balance with us on current account is 
liable to his check. 

Q. This question suggests itself: Of course the Bank 
of England does carry a large cash reserve as against \~ 
their deposit liabilities, usually from 40 to 45 per cent, but 
that, as a matter of fact, forms a very large part of the 
cash reserve of the banks of England and of Great Britain, 
does it not? 

A. Yes; I regard it this way, that the bank’s deposits 
in the Bank of England are neither more nor less than 
similar deposits made with our own individual banks, 
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but attached to these balances at the Bank of England 
is the peculiar knowledge the Bank of England has as to 
how they are to be regarded. They are more reserve 
balances than balances, which we mean to deplete very 
heavily. They can fairly well count on so much of that 
balance of ours being there practically at all times, but 
also they know that it is a kind of reserve balance with 
us, therefore while they are at liberty to make certain use 
of a portion of it it must be limited by that knowledge that 
it is a reserve balance not liable to be called upon. 

Q. Have you any idea of the actual amount of gold 
reserve to deposit liabilities in the Bank of England and 
all the other banks in England? 

A. No; such a figure scarcely exists; we do not quite 
know. It goes up and down according to requirements. 
We get more cash reserve at one time than another. 
Sometimes the cash reserve is suddenly depleted by par- 
ticular conditions of trade. Then you have got to fill it 
up again. 

Q. It is your endeavor and that of other banks to carry 
a certain amount of actual gold reserve? 

AAV es: 

Q. You deem that necessary for the proper protection 
of your depositors? 

A. That is so. We would deem that to be an element_ 
of proper banking. Cae pes 
pM@iplt has been stated that the actual gold or cash 
reserve to deposit liabilities in all the banks of England 
including the Bank of England is about 6 per cent. 

A. Well, I am not quite well posted enough to say that 
definitely, but I should have expected a good deal more. 
For instance, if you take the group of these banks in 
London, ourselves included, and all the principal banks 
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which really do center in London, the average holding in 
cash, including what they keep at the Bank of England, 
comes to anything from 14 to 19 or 20 per cent of cash in 
hand and at the Bank of England in relation to the total 
deposits. 

Q. Yes; but of course the Bank of England carries only 
a percentage usually of 40 to 45 per cent of reserve against 
those reserves. 

A. Yes; that is quite true, only, of course, that is a very 
large proportion initself. I should put it higher than 6, 
decidedly; I think not less than 10. I should perhaps be 
liable to correction on that; my own rough estimate would 
be certainly not less than 10, taking the whole thing. 

Q. In your assets you show a little over $11,000,000 of 
consols and other securities guaranteed by the British 
Government. Is it your general practice to carry as large 
an amount of Government securities as that? 

A. Yes; pretty generally. We do not fluctuate those 
figures to any important extent. 

Q. What is your particular reason for doing that; do 
you regard that holding as in the nature of a secondary 
reserve? 

~ A. Yes. The investment of Government securities is - 


really by way of a kind of secondary reserve, as you say. 
In the very best securities that are to be had, what interest | 
they bear is of quite secondary importance to their nego*) 
tiability. 

Q. You also show Indian Colonial Government and 
other securities amounting to about $7,600,000. So that 
the total investment in securities of this character exceeds 
your capital and surplus by about a little over $3 000,000? 

A. Yes; that is a little accidental just now; there have 
been opportunities of making favorable investments and 
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money has been in poor demand, so that the total of 

securities has rather gone up above what it would nor- 
~ mally, but taking it very foughly the idea is to have the 
paid-in capital and the reserve fund practically invested 
in securities of the very best possible and others equally 
good, but more varied in character. 

Q. Have you in mind about the interest return that 
that account shows? 

A. No; but it would be from 3 to 34 per cent, spread 
it over. 

Q. Do you mean by railroad bonds those that are 
guaranteed by the Government? 

A. We buy Pennsylvania Railroad bonds. There is a 
sample. Indian railroad bonds are mostly guaranteed by 
the Indian Government, and those we hold to a certain 
extent, but not very large, because the market is limited 
and that is a check upon that. It is rather a matter of 
special negotiation to sell these things, therefore we do 
not want many of them. 

Q. It is your practice, then, to confine your invest- 
ments in other than government securities to a small 
figure? . 

A. A comparatively small figure. The essence of 
negotiability is the first thingy Of course there are a 
few things that one can take in the ordinary course, good 
things, too, but not so negotiable, but the proportion of 
those is kept down always to very limited figures. The 
first thing we think of is how can we turn it out. 

Q. The negotiability? 

A. Yes. The negotiability. 

Q. Do you ever buy any shares of railroad or industrial 
companies? 
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A. No; we will not have risks of that sort among our 
investments. 

Q. Do you ever own bank shares? 

A. No; never. 

Q. You show about $51,000,000 in bills discounted, 
loans, and other securities. About what percentage of 
that item is bills discounted? 

A. That fluctuates considerably according to the state 
of the money market. If my outlook is that rates will 
be lower in the course of the next three months I hurry 
up to buy all the bills I can possibly get to-day, and so 
that I might have perhaps from 30 to 40 per cent on 
that in bills. 

Q. What is the character of those bills? 

A. Those are all marketable bills, trade bills; you know 
what they are; they are between the manufacturer and 
the man to whom he sells; it might be a promissory note 
indorsed by the payee. Those are the two names on it; 
the payee perhaps is the manufacturer on a promissory 
note given by the purchaser. Instead of that here our 
manufacturer draws a bill on the person to whom he sells, 
and that man accepts it. Those trade bills are good bills 
mostly, but we only discount those for our own particular 
customers, people whose affairs we know all about, but 
many of them are discounted in the open market to dis- 


count houses such as Nugent’s. Then I buy bills from\* 


him with his indorsement, which is very valuable, and get 
money on these trade bills from him. 

Q. You always require two names? 

A. Always. 

Q. About what is the average length of time of these 
bills? 
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A. Those bills as a rule are three months to run and less. 
Very occasionally I may buy a four months’ bill or a six 
months’ bill, just according to how I think it promises to 
be a profitable venture, but as a rule the three months’ 
engagement is all I feel myself free to deal in to any large 
extent. JIwant my money. We never rediscount, never / 
turn the bills out again. It is enough to wait for their 
maturity; therefore it stands to reason I can not afford 
to spend money for six months and sit there and wait for it. 

Q. Can you give me an idea of about the minimum sizes 
of those bills? 

A. No. They are of all sizes from £100 to £10,000. 
From our own customers I take such bills as they have and 
they perhaps run mostly in small amounts, but from dis- 
count houses I do not want to be troubled with such small 
bills. We have to take them and keep them; so gener- 
ally the bills I take from them run from £500 upward— 
perhaps an average of £1,000 apiece. That is only a 
question of labor. I say I am buying those bills and will 
not put up with the labor of those little bills unless you 
give me the better rate for them. 

Q. The item ‘‘Other securities’? means some railroad 
bonds such as you mention? 

A. Yes; just occasionally some of them get in there. 
The loans, of course, are all secured upon the best collat- 
eral that we can manage to collect. We reject loans con- 
tinually because we are not satisfied with the collateral, 
so that the collateral there is all, to the best of our knowl- 
edge and belief, solid. 

Q. What does the form of obligation by the borrowers 
upon collateral take? 

A. The form of obligation is that he undertakes to repay 
the advance by some specified date together with the inter- 
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est upon it at the agreed price, and in the meantime as col- 
lateral he puts up such and such securities as are described 
in the document, and he gives to the lending bank, or 
lender, authority, in the event of his failing to pay his 
loan by the date named or if he does not keep up the margin 
on the securities, to sell the collateral even although the 
loan may not have come due. 

Q. It is practically the same as our form of promissory 
note? 

A. Just the same. 

Q. I assume that the item “Liability of customers for 
acceptances”’ represents the entry you make when you 
accept a bill? 

A. It corresponds exactly to the item on the other side. 
We can not take more than 20 shillings in the pound out of 
the customer. We may have collateral from him to the 
tune of, say, 50 per cent margin, but it is not good for more 
than 20 shillings in the pound for the debt. That is why 
we put in exactly the corresponding item there. 

Q. Would you say that it is the general practice of the- 
joint stock banks of London to carry government securi- 


ties toan amount at least equal to their capital and surplus? < 


A. I should say yes, without their being bound any 
more than we are by any hard-and-fast rules, simply what 
they consider to be prudent at any given time. Of course, 
we do not vary our securities much; not any of us. 
They are rather investment securities up a point which 
we think reasonably fair. Some mature, and we may not . 
reinvest them. 

Q. The law does not require you to invest in any securi- 
ties? 

A. No. 
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Q. As a matter of fact, the law does not restrict your 
investments in securities or in paper. You may do any 
class of business that you see fit? 

A. Weare under no restrictions at all. Then, of course, 
we have no note obligations, no note issue. 

Q. Your money at call and short notice, amounting to 
about $17,000,000, is also regarded by you as a secondary 
reserve? 

A. Yes; the whole of it is money recallable within thirty 
days, and a very large proportion of it recallable at much 
shorter notice than that. I lend money to Mr. Nugent in 
hundreds and thousands of pounds and to acknowledged 
companies and good firms in the discount market, and I 
lend it rarely beyond a week. It comes due at the end of 
that week, and it is for me to say, “‘I want that money; 
pay it back,” or go on for another week, or go on for a 
couple of days. 
~ Q. You loan also to stockbrokers? 

HAteeV eG: 

*Q. On mixed collateral, railroads, industrials, etc.? 

A. Yes; with a margin, of course. 

«Q. What is the usual margin required? 

A. Ten per cent upon the best securities up to 15 or 20. 

Q. You would accept a loan on such securities as New 
York Central and Pennsylvania Railroad, Union Pacific, 
or United States Steel? 

A. Yes. 

Q. Amalgamated Copper? 

A. Yes; anything that commends itself to us as a good 
negotiable kind of security we always think, beyond the 
borrower, that if the security was thrown on our hands 
how easily could we realize it and repay ourselves. 
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Q. If you ‘were heavily drawn upon and your reserve 
depleted, your first step would be to call upon your short 
money? 

Ax Yes: 

“Q. And your next step would be to sell some of your 
securities? 

Ae Ves. 
~ Q. You could, if it were necessary, take your bills with 
your indorsement to the Bank of England, and they 
would rediscount them? 

A. Yes; and we could, if necessary, take our securities 
to the Bank of England and borrow upon them there. 

Q. You would have to pay a higher rate upon your 
securities than you would upon your bills? 

A. Probably, yes. 

Q. Do you receive interest upon your deposits in the - 
Bank of England? 

A. No. 
< Q. What rate of interest do you pay upon deposits? 

A. The rule for seven days’ deposits is 14 per cent under 
the current Bank of England rate, rising and falling with 
that, but not allowing more than, say, a maximum of 5 
per cent to the depositor, unless upon special occasions 
and special arrangements. 

Q. What rate do you allow upon your current ac- 
counts? ‘ 

A. The current accounts in the main are, as I say, Hoe: 
interest bearing; a man who has money on current account 
in consideration of what work we do for him and paying 
his checks, keeps a balance with us of $5,000 or $10,000 
or $500 as the case may be without getting any interest 
upon it. ; Wf 
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Q. So that, as a matter of fact, you have quite a large 
sum of deposit upon which you pay no interest? 

As Yes. 

Q. Do you think that is generally true with the other 
joint stock banks of England? 

A. Yes; our principles in the main are all the same. A 
little variety occurs in country banking, which is not 
quite the same as London banking. London is the 
freest of all the bank system; but in the main the princi- 
ples are the same. 

Q. You have branches, have you not? 

A. We have about forty-odd branches all in London 
and close to London. 

Q. You do not then endeavor to acquire a country 
business through your branches? 

A. For this reason, that we commenced as a purely 
London bank, and we have so far kept to that original 
determination of not launching out into country business, 
because, as I say, it differs from the ordinary London 
business. Country business is not quite so liquid, and 
can not be. In the country there are manufacturers and 
farmers and what not, and the only business to do is to 
lend them on what collateral they have got, even on the 
crops in the field and material in process of manufacture, 
and so on, but London is free from that to a large extent, 
and will have negotiable collateral. 

Q. So that you regard your business as practically 
confined to London? 

A. Confined to London. 

Q. Do all of your branches report to your main office? 

A. Yes; every one, every day, practically. 

. Q. Those branches are conducted by managers ap- 
pointed by you? 
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As Dopeolnted again by the board of directors. 

Q. For a definite period or during the pleasure of the 
board? 

A. During the pleasure of the board, but practically 
all our people are life-long servants. They come in from 
18 to 19 years of age, after they have had a little business 
experience elsewhere, so that they are used to us as soon 
as they come in, and as long as they behave themselves 
they are here for life. I entered the bank in 1865 myself, 
so I have spent a good long time here; I began at the 
bottom. 

Q. How does the small tradesman in London receive 
accommodation at the bank? 

A. He must have some sort of collateral to put up. 

Q., As a matter of fact, a small tradesman rarely has 
collateral? 

A. Then it is not much accommodation he gets. 

Q. It is difficult, is it not, for him to secure accommo- 
dation even through a guarantor? 

A. No; if he gets a good guarantor. We do not care for 
guarantees as a rule, because of the difficulty of enforcing 
them. A guarantor says, ‘“You must sell your principal 
debtor up before you come on me. Iam only an ultimate 
guarantor, and if your debtor fails you then you can come 
to me;”’ so that I do not like guarantees in that way. 

Q. You have accounts of many small tradesmen? 

A. Yes, lots. They get accommodation, say, in our 
discounting trade bills. A manufacturer of any kind of 
tin goods or wood goods, or anything of that kind—deal- 
ers in lumber—they sell to some other fellow in the coun- 
try, or wherever it may be, and they draw that trade bill 
upon them at not more than three months from its date, 
and that these small traders may bring in to us, and we 
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rigidly scrutinize them as to the customer who brings 
them in, to see that he is a respectable man, doing an hon- 
est business, and so we will help him by discounting those 
bills, if we are equally satisfied with the acceptor, if we 
think he is doing legitimate business with honest, legiti- 
mate people. So he gets accommodation there without 
any security at all. We only get the security of another 
name. ; 

Sa Q. The practice in England is for the wholesaler or the 

large manufacturer to finance the retailer? 

A. To some extent, but as a rule that wholesaler draws 
~ his bill on his retailer, and so he has a larger volume of 
these trade bills, and he goes to his bank, or to the Union 
Discount Company, and discounts these in larger batches. 

Q. And in that way the retailer pays for his goods by 
an acceptance? 

A. Yes. 

Q. Which the wholesaler discounts? 

As Yes, 

Q. If you had an account of a man running, say, a hat 
store, his account was satisfactory in character and had 
been carried with you for several years, and he wanted to 
stock up on hats, there would be no way in which he could 
go to you and borrow the money with which to buy those 
goods unless it was through a guarantor? 

A. No. He would go then to the wholesaler from whom 
he would buy the goods, and give that wholesaler his bill, 
and that bill would be a discountable article, and that is 
how the money would be raised. 

Q. What discretion do you give the managers of your 
branches? 

A. That again is a very open thing. They may do 
nothing that is in any way out of a very regular course, 
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and they may only give accommodation by discounting 


bills or lending upon collaterals to a moderate extent, 
some few hundred pounds, according to the importance of 
the branch, without coming first to the head office and 
asking approval for it. 

Q. Do you ever allow overdrafts, as they do in Scotland? 

A. They are not unheard of, but not a principle of our 
business. Overdraft is a principle of country banking; 
the reverse is the principle in London. They say “‘You 
put up collateral and we will give you a definite advance 
against it,’’ so that we live by the balances on the current 
account left there; we must always have some money 
there. 

Q. Have you a system of charging a customer on the 
amount of turnover of his business if the balance is not 
sufficient to compensate you? 

A. Sometimes. That again is a continual practice with 
country banks, but not with London banks. 

Q. What is your system of audit? Have you a force 
traveling about from branch to branch? 

A. Yes; we have our own internal system of audit, the 
regular accounting department, which is charged with the 
duty of auditing everything, and we have also a staff of | 
what we call inspectors, who travel round to all the 
branches and look into all they do and pass upon it, and 
make weekly reports of all they have done. Our board \* 
meets every week, and its duty is to receive these reports 
from the head office and all the branches of everything 
that has gone on in the course of the week; accounts 
opened, accounts closed; in fact, the general condition of 
the head office and branches is produced for the private 
use of the directors every week. 
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Q. Country checks received by you on other places in 
England are sent through the London Clearing House, are 
they not? 

Bn Les; 

Q. If you were to receive a check on the branch of 
Parrs Bank at Liverpool you would send that through the 
London Clearing House to Parrs Bank in London? 

A.Ves: 

Q. How much time would be required for the settle- 
ment of that check? 

A. We receive that check from Parrs Bank, Liver- 
pool, say, this morning by 12 o’clock. It gives us time to 
present it in the Clearing House by, say, 1 o’clock. Of 
course there is a lot of manipulation to do. Then they 
send it down by post to-night; it reaches Liverpool to-mor- 
row morning, is advised back to London to-morrow night 
as paidorunpaid. That advice reaches Liverpool on Tues- 
day; the advice of payment or nonpayment reaches Lon- 
don at Parrs Bank on Wednesday morning, and we settle 
up with Parrs Bank on Wednesday morning. 

Q. In cash? 

A. In cash. 

Q. If I desired to make a payment in Birmingham 
to-day of £10,000 and applied to you, how would you 
handle that transaction? 

A. That payment would probably be made to the 
customer of some bank in Birmingham. 

Q. That is, you would handle it through some London 
bank having-a branch in Birmingham? 

A. Yes. You ask me to pay £10,000 for you in Bir- 
mingham to-day. I say to you, “What is the name of 
the person to whom it is to be paid, and who does he 
keep his banking account with?”’ When you have told 
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me that, I go to the London agent of that Birmingham 
bank and say, “Here is £10,000 which I want you to 
cable to that bank in Birmingham for the credit of Mr. 
So-and-so.” 

Q. Would they make a charge for that? 

A. Probably they would. There again there is abso- 
lutely no hard-and-fast rule. If their customer in Bir- 
mingham were keeping a very good account with the 
Birmingham bank, they might let him off. 

Q. Do you recall how many members there are in the 
London Clearing House? 

A. No. I can not say straight off; practically every 
London bank is in the Clearing House; I suppose every 
bank in the city of London is actually in the Clearing 
House; those outside the range—Coutts and Drummonds 
and such banks—are not in- the Clearing House directly, 
but they are indirectly, because they have an agent in 
the city who is a member of the Clearing House. 

Q. There are about 17 members according to my infor- 
mation. 

A. That may be so. 

Q. My information is that there has not been a bank 
admitted to the Clearing House for many years; it is 
really a very close corporation, is it not? 

A. Yes; it is quite a close corporation; none of the 
Scotch banks are in it. The head offices of the Scotch’* 
banks are all in Scotland, but many of them have branches 
in London. Those are not allowed into the Clearing 
House. The rule has been that no bank shall be allowed 
in the Clearing House whose head office was not in Lon- 
don. 

Q. Asa matter of fact, if a first-class bank with ample 
capital were to be established in London to-day, do you 

80 


Interviews — England 


not think it would be rather difficult for them to gain 
admission to the Clearing House? 

A. It might be, because it is purely elective. The 
existing body will say, ‘“‘ Yes,” or ‘‘No,” to the admission 
of a new member. 

Q. My observation leads me to believe that the banking 
situation in London is practically controlled by 12 or 14 
of what are known as the London joint stock banks, 
through their offices and through their branches? 

A. Yes; I think that is right. 

Q. So that the banking of England is really confined 
to very few institutions? 

A. Of course, of late years that has become much more 
clearly so because of these amalgamations that have 
gone on. You see Lloyds Bank and the City and Midland 
Bank; those two banks are enormous concerns as they are 
the result of, I was going to say, innumerable amalgama- 
tions. Buying up country businesses. They began them- 
selves in comparatively a small way. They have bought 
this, that, and the other bank, and built themselves up 
to be these huge concerns with one central office controlling 
the whole thing, so that in late years the number of inde- 
pendent banks has been vastly curtailed. 

Q. The tendency is very marked in that direction? 

A. Yes; it is not yet universal, that is, there are still 
independent banks in the country, and I doubt whether 
amalgamation will go very much farther than it has 
gone. You see, these amalgamated banks have already 
become so large that they begin to get a little unwieldy. 
Lloyds Bank is an enormous thing, with $350,000,000 
of current and deposit accounts. 
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QO. Would you say that the public are better served 
through these branches than they were through the 
independent banks? 

A. Some say they are not so well served, that accommo- 
dations are curtailed now as compared with what they 
used to be, and that I can understand to some extent, 
because, working a very large concern from one center, 
you see, fiats will go forth, “Cut that man’s credit off,” 
and not listen to taking a large view. They say, ‘‘I have 
enough of that kind of accommodation; I have roo ship- 
builders or shipowners; I am not going to give out more 
than a proportion of my money into that particular trade; 
therefore, I will not have any more,” whereas the inde- 
pendent banks would be perhaps a little more accommo- 
dating. 

Q. How is the conversion of an independent bank into 
a branch bank looked upon by the people of the com- 
munity where the bank is located? 

A. Judging by experience, it has all passed very well 
indeed; but I have heard complaints; I have had them, 
in fact, from time to time from people who have said 
their facilities have been reduced, but, on the other 
hand, if facilities have been reduced they have in very 
many cases been legitimately reduced, making for general 
safety, even if a limited amount of accommodation is 


given, so that I will not join in any of the complaints O™ 


that subject. 

Q. What influence does the bank rate have upon rates 
charged by you to your customer? 

A. There, to speak in general terms, all the business 
we do has a certain relation to the Bank of England 
rate. Discounts, of course, are done for the period of the 
bill at a fixed rate. I may lose money on that, because 
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of that fixed rate. If the bank rate goes up to-morrow, 
the bills I take to-day I have done a bad business with, 
but still, on the other hand, when the rates are falling 
away, the bills I buy to-day are made more profitable by 
the fall in the bank rate, because I do not pay so much 
for the money. 

Q. If you were to buy a prime bill to-day, you would 
take it at about 24 per cent, that being the bank rate? 
NA. I should have to buy it at a little nearer the market 
rate. The market rate fluctuates, as you know; that 
might for that bill to-day be 2 per cent, and I should have 

to take it at 2 per cent. 

Q. If you were discounting bills for your customers, 
about what would be the rate to-day on a ninety-day 
bill? 

A. If I were discounting some trade bills, say for a 
moderate trader who brings me in these smaller bills I 
have spoken of, I should charge him the Bank of England 
rate, or even one-half per cent more than that, but when 
you get prime bills, such as bills drawn on the clearing 
banks, bills drawn on Rothschild’s, those are prime bills, 
and you have to take them at a lower rate. 

Q. Would not the average trader have to pay you 3% 
or 4 per cent to-day if he were to make a loan? 

A. Yes; on acollateral. We distinguish, as regards the 
discount of a bill, in the date of maturity and the man 
responsible at the end to pay and a collateral which, if 
your borrower does not pay his loan, you have to sell or 
let him keep the money for any period. Those are the 
disadvantages which entitle you to charge him something 
more for it. 

Q. If I were to go to you to-day with a ninety-day trade 
bill, the acceptor known to you as good, and also with a 
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loan secured by Pennsylvania Railroad bonds, my loan to 
mature in ninety days, what rate would you charge me on 


those separate items? 

A. The bank rate to-day is 24% per cent. You area 
good customer, and I should charge you 2% per cent for 
discounting that trade bill, and I might charge you 3 per 
cent, or even perhaps 3% per cent on the Pennsylvania 
Railroad collateral for that reason, that one is not as 
realizable as the other. When the bill becomes due it has 
to be paid, or I give it back to my customer, and say 
‘“‘Give me the money for that.” I can not quite say the 
same to him about his collateral. * 

Q. Are the other joint stock banks of London generally 
conducted on conservative lines? 

A. I should say yes; undoubtedly. 

Q. Is it customary for other banks to occasionally carry 
stocks as investments, shares of railroads or corporations? 

A. Oh, yes; some of them do; some of them take a little 
wider view of what they may invest in than we do. Some 

.of them have much larger funds to invest, and so they may 
perhaps afford to take a little broader view, and of neces- 
sity also to get enough securities they have to broaden the 
field a little bit, and may safely do it. 

Q. What dividends do you pay? 
~ A. The last dividend was at the rate of 10 per cent per 
annum upon the paid-in capital upon each share, 10 pera 
cent on the £15 paid-in capital. 

Q. What per cent of earnings on your capital did you 
show? 

A. You mean on the whole thing? 

JQ. I mean did you earn, say, 18 or 20 per cent? 

~ A. Yes, roughly, we earned 20 per cent. It cost us 50 
per cent of our gross earnings to run the business. 
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Q. Were your net earnings about 20 per cent? 

A Ves: 

Q. It is your custom to pay out in dividends about half 
of your earnings? 

A. It comes to that, pretty well. Earnings, £246,000; 
current expenses, directors’ remuneration, and super- 
annuation allowances, £121,000—just about half. Then 
out of the balance we provide reserve funds and alloca- 
tions to superannuation funds, and various things like 
that. We pay dividend out of the rest. 

-Q. What taxes do you have to pay? 

~ A. We pay income tax on all our earnings, and deduct 
from our gross profits. Weare entitled to deduct, roughly 
speaking, our expenses, and then upon the remainder we 
have to pay the income tax, or whatever it is, at 1 shil- 
ling in the pound, for instance, now. 

Q. Are you examined by the Government? 

A. No. 

Q. The Government exercises no supervision? 

A. No supervision at all, but we come under a general 
law, which requires that our shareholders shall appoint 
what we call auditors. They ‘may be anybody the share- 
holders” Choose to appoint, but they shall be appointed 
by the shareholders without any control by Government 
whatever. 

Q. Have you any other taxes than income tax? 

\. A. None except establishment charges—taxes upon the 
buildings that we occupy. There is no other government 
tax of any kind. 

Q. Does your shareholder who receives the dividend also 


*-" pay an income tax? 
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A. We pay it for him on the dividend we pay to him, 
and also he is entitled to deduct that on his return to 
Government. 

Q. Do you regard the Bank of England as in any way 
a competitor of yours? 

A. Yes; the Bank of England has a department in which 
it has customers just exactly as we have keeping current 
accounts. It pays nointerest on any money, so to that ex- 
tent it differs from ourselves. It does not pay interest 
on deposits. 

Q. Will the Bank of England take from a customer 
a two-name trade bill? ; 

A. Yes; in its banking department it does exactly as 
I do. 

Q. Is that department of the Bank growing? 

A. It is difficult to tell that; probably it is. The same 
influences that are at work upon all the rest of the banks 
apply to them to meet their customers’ requirements, and 
they are subject to influence by the importance of their 
customer. They depend on the connection, the good will 
of their friends, to bring them fresh business, and so on, so 
in the banking department I take it they have to look 
after it just as we do and seek to keep it on and increase 
it; they have as much need as we have, any one of us. 

Q. Are they very particular as to the character of their 
depositors? ; 

A. Yes; they are. 

Q. More so perhaps than the other institutions? 

A. Perhaps a little more because, of course, there is 
considerable prestige in banking at the Bank of England, 
but they have troublesome customers just as we have, 
not perhaps in such great number. 
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Q. It is their desire, you think, to increase their busi- 
ness as it is the desire of any other private bank? 

A. Oh, quite. 

Q. Their stock being owned by the public they need to? 

A. Exactly, they have to earn their dividend from 
trading just the same as we have. 

Q. Would you say that the Bank of England is a popu- 
lar banking institution among other banks in England? 

Q. Yes, I should say so decidedly. Its popularity goes 
to this extent, that it is absolutely indispensable to them. 
Some of them may grumble at this proceeding or that pro- 
ceeding, but they have one and all to own that the Bank 
of England is indispensable to them. 

Q. Do you believe that if the Bank of England did 
not exist to-day an institution of like character could be 
organized? 

A. The necessity for the work which the Bank of Eng- 
land performs here in our community is so absolutely 
necessary that it is unthinkable how we could get on with- 
out it, or without some other institution exactly taking 
its place. 

Q. What would you say are the particular functions 
of the Bank of England? 

A. The important function is that it is the very center 
of the whole of the banking interest. Everything that goes 
on in banking all over the country practically clears itself 
in the Bank of England. The whole of the town clearing, 
the whole of the country clearing, all centers in the 
London Clearing House, and the settlements of the 
London Clearing House are made in account with the 
Bank of England. Our balance, which, as I have said 
before, we look on as a reserve balance, is in the Bank of 
England; the reserve balance of all the other banks is 
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in the Bank of England; we look on the Bank of England 
if we want to draw on our reserve fund; we go to the Bank 
of England for notes or gold, as the case may be, without 
a thought of not getting it when we want it. 

Q. Would you say that the issue department was the 
second function in importance? 

Bees 

Q. Is there any demand for greater elasticity in the 
currency? 

A. Practically none at all. If, for instance, you look 
at the range of the issue of the Bank of England notes 
you find it extraordinarily level, and while banking 
deposits have expanded enormously the Bank of England 
issue of notes has not expanded at all in proportion. We 
do without them; we do not need them, and the issue of 
Bank of England notes consists very, very largely of what 
I keep in my till, and what other banks keep, and keep 
pretty permanently there. If I run down to, say, £100,000 
of notes, and I issue them in legal tender as payment 
across my counter, I go and fill up again to-morrow 
morning; take out of my balance there Bank of England 
notes and fill up. 

Q. Have you any idea of the percentage of actual cash 
or bank notes which is used in the transaction of business 
in the Kingdom? 

A. No; but infinitely small. We will collect in the 
Clearing House, or rather, say, we will pay in the Clearing 
House on one given day, say, £8,000,000 sterling checks 
and bills drawn on and made payable at our bank, and the 
whole of our cashier work at the counter paying out Bank 
of England notes and paying out coin may not be a couple 
of hundred thousand pounds; it is very small indeed. 
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Yesterday our actual payments were made 2% per cent in 
cash and 97% per cent in checks. 

Q. Do you think that the centralizing of the privilege 
of note issue in the Bank of England is to the advantage 
of the community? 

A. Very much to the advantage of the community. 
You see, we have really arrived at this point after having 
had large issues of notes by all the banks all over the 
country, and those have gradually ceased by the banks 
going out of existence, for one thing by their giving up 
their issue to the Bank of England, which gives them 
certain compensation for it, until there is hardly such a 
thing as an independent issue of bank notes in the country. 
We do not want it. 

Q. There are some banks which still have the right of 
issue? 

A. Just a few. I can hardly name them to you; I 
will not venture on figures because they are all matters 
of fact just the same as the number of banks in the Clear- 
ing House, and I might be wrong. 

Q. You almost never see one of their notes, I presume? 

A. Very rarely indeed. Within my knowledge I used 
to see lots of them. ‘Thirty-five or forty years ago we 
were agents in London for the National Provincial Bank 
of England, which was a provincial bank doing no bank- 
ing business in London and having a very large note 
circulation. Those notes would pour into us, and we 
would pay them and send them back to the country, so 
we saw the volume, and it paid the National Provincial 
Bank to come to London and open an office and do a 
regular business and give up the whole of that issue of 
notes because of the law which does not allow a bank 
having a head office banking in London to issue notes. 


89 


National Monetary Commission 


Q. Are the bankers=that is, the heads of the important 
banks—usually informed when there is to be a change of 
bank rate? 

A. No. It is in the air very much. I anticipate a 
change; all the circumstances seem pointing that way, 
and in conversation we come to the same sort of conclu- 
sion; but the actual deciding of it is a matter for the 
Bank of England board of directors alone, and when 
they have made the change they announce it and you 
know it. 

Q. The increase in the Bank of England rate is regarded 
as effective, is it not, for the protection of gold? 

A. Yes. There have been times when it has been said 
it is not effective at all, but times will come round again 
when we think it is effective; in the main, it undoubt- 
edly is. 

Q. What other action is taken by the Bank when they 
want to increase their gold, or perhaps stop the withdrawal] 
of gold? 

A. The one direct remedy is the putting up of the 
rate to penalize the man who wishes to discount his bills 
and take out the proceeds in gold; that is one way; in 


' 


fact, that is about the principal way. Another way the 
Bank has at times is that it itself borrows money from 
the market; sells its securities—practically sells its secur- 
ities—and takes in the money to itself, and so reduces thes 
volume of loose money there is outside, and that immedi- 
ately begins to hold up business. The whole essence of » 
it is to increase the cost to the man who wants to take the ‘ 


gold up to the point when he has to say ‘‘I must do some- | 
thing else.”’ 
Q. As a matter of fact, if you had presented to the 


Bank of England last fall some bills which had been nego- 
go 
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tiated through you which appeared to be finance bills, do 
not you think they might have gently hinted that it was 
not agreeable to them to have you negotiate any more 
finance bills? 

A. Yes, they have that remedy; they would not have 
said it to us, but they would have said it to anybody. 

Q. When I said “‘you”’ I was speaking generally. 

A. I may say they have that resource ke and they might 
say to me if I gave them any just cause for doing it, just 
the same as anybody else. 

Q. In other words, the Bank of England has such a 
commanding position here among the financial institu- 
tions which control all the finances of Great Britain that 
they dominate it when they choose to? 

A. When they choose. 

Q. And the banks can not afford and do not want to 
act contrary to their express wishes? 

A. Decidedly not. The Bank of England is our ally, 
and our best. possible ally, and speaking for myself I will 
do nothing contrary to the general desires of the Bank of 
England. I work in harmony with the Bank of England, 
and in no respect hostile to it; it is too indispensable a 
friend. 

Q. It is the custom of the Bank to cooperate very cor- 
dially with the other banks, is it not? 

A. Oh, yes; we are as free as freecan be. There is very 
little conference, or anything of the kind; we are all 
pretty good friends all round. The essence of it is our 
great freedom. Each one conducts business on the safest 
lines he can manage to find for himself; we are all bound 
together on that principle, some a little different from the 
others, but all on the same leading principle. Hard-and- 
fast lines do not exist with us at all. 


gl 


Conference with Lord Swaytheling. 


Q. We would like your opinion as a banker of long 
standing and as an acknowledged authority on foreign 
exchange upon some of the problems we are considering. 

A. I have been sixty years in the banking business, or 
a little over, in the city, so I know pretty well what has 
been going on during that time—since 1848. 

With regard to central or state banks, the fault with 
the Bank of England is that in time of panic they have 
on occasions, more frequently in former years than now, 
had to apply for an order in council to suspend the bank 
charter. That is doing an illegal act to meet special cir- 
cumstances; and I think is a blemish. The French sys- 


-tem of going to the Assembly and the Senate to get their — 


issue enlarged every now and again is also not good. And 
their check system is very much inferior to ours; in fact, 
no country’s system I think is as good as ours.#I do not 
know much about what happens in the States, but here 
almost everybody pays by check down to a pound and even 
sometimes lower, and it serves the double purpose of safety 
in transmission, and in being also a sort of receipt or proof 
of payment, and therefore is very much appreciated in 
this country. Nobody would be foolish enough to carry ~ 
any large sum of gold about with him—£1o0 or £20 is 
almost the maximum—and therefore we economize the 
currency very largely in that way. The next best is Ger- 
many, which has a heavy tax of 5 per cent on the excess 
of herissue. A certain sum is allowed to be issued untaxed 
and above that they have to pay tax; but there are certain 
complications about the system there that want clearing 
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away—itisnotperfect. ButinGermany and in France the 
great boon to the inhabitants is the number of branches 
which give great facilities for carrying on business by their 
being able to move funds so easily; not like what we have, 
ten or a dozen places, but they have got hundreds of places 
where money can be transferred without cost, excepting a 
loss of a day’s interest, which does not count. I think 
that Italy has adopted the German system with modifica- 
tions. And an old friend of mine, Signor Luzzatti, declares 
that they have an improved German banking system there. 
I thought of writing to Signor Luzzatti. He has written 
to the ‘‘Economist’’ views which I entirely agree with. 
He is a very able man and was Minister of the Treasury 
when his party was in power. He praises their system; 
they have a certain number of branches—they are rather 
old-fashioned in Italy; but my own impression is that in 
the States you ought to adopt the German system simpli- 
fied and improved upon by getting rid of the red tape 
which is so much in evidence in Germany, the bureau- 
cracy, as they call it. 

Q. Speaking of checks, of course we use checks very, 
very largely and perhaps as largely as you do here. 

A. Not for small transactions. I thought you used 
what were called in olden times shinplasters. 

Q. Oh, no, those are obsolete; they are not in circulation. 

A. Well, the greenbacks. 

Q. Our greenbacks are in circulation; but we use 
checks for all amounts, even less than one dollar. They 
are used very commonly. What have you to say of the 
claim that the gold in the pockets of the people of Germany 
is a reserve and a valuable asset to the country? 

A. That is a fallacy which Mr. Goschen started here; 
it is a fallacy, because when you want money you can not 
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get it. Therefore what is the good of gold in the pockets 
of the people if you can not open them when you need to? 
On the contrary, the people accustom themselves so 
much to gold that it causes a run upon gold when other- 
wise they would be satisfied with bank notes. I look 
upon the system of carrying gold to any large amount 
in the pockets of the people as an absurdity. I could 
understand an ideal currency which would go down 
to £1 in paper and silver as small change, and then 
you need not have gold as currency excepting half sov- 
ereigns. But certainly with gold in the pockets of the 
people, who are timid when anything is occurring, you 
can not touch it. In the course of time I admit that if 
your trade goes persistently against you the gold comes 
out, then the people must pay gold, and their savings 
must go out to buy food and other necessaries of life. 
If there is a real trade depression then the gold in the 
pockets of the people is as good or almost as good as if it 
were available at the Bank of England, which it even 
then is not. In times of excitement they cling to it; 
they put it into their stockings, as they say, and the 
advantage is exaggerated immensely. 

Q. It seems to us a little strange to hear the argument 
that in times of war the people would open their pockets, 
because we are quite accustomed to find them closed in 
times of trouble. 

A. Of course, these people think “We had better save the 
gold we have.” There is another point which I have for 
many years urged upon the Bank of England; but they 
have always been opposed o it—at least not opposed to it, 
because in theory they approve of it—but in practice they 
are very difficult to move. I say to them, ‘‘ Why not 
imitate Germany, Italy, and Austria, and hold a portfolio 
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of foreign bills?’’ The way to hold such a portfolio is very 
simple. For instance, take the first million—you get a 
good bank here, a good firm, to buy the bills. Then you 
open negotiations with the best firms in the country 
where the bills are payable. When they are short, you 
renew them and you stop pro tanto the gold withdrawals 
by selling. You see, it is a protection which they could 
avail themselves of. Now supposing that in Germany 
the exchange rises above 50, gold would pay to send 
abroad, to England; they immediately sell their bills on 
London, lower their exchange and also make a profit; 
because they buy when the exchange is favorable and 
sell when the exchange goes up; I have pointed out that 
to the Bank of England; and I proposed it to the Bank 
of Holland years ago, and they do it to some extent. If 
you examine the statements of the Bank of Italy and 
banks of other countries, you will see they have a large 
amount of foreign bills. If you create a state bank, you 
ought to hold a portfolio of sterling German and French 
bills, whichever pays you the best interest—hold them 
and renew them quarter after quarter until the danger 
occurs of losing inconvenient sums of gold; and then sell 
and get your profit and retain your gold. 

Q. Would you favor the Bank of England issuing notes 
against those bills? 

A. No; they must hold the bills as a part of their reserve. 
I do not believe in issuing any legal-tender notes except 
as against government securities—a certain amount of 
government security and the rest in gold, or in times of 
pressure of paying heavy interest to the State for the per- 
mission to overissue, so that it is to the interest of banks 
of issue to get their notes reduced as quickly as possible. 

Q. Is the issue system of the Bank of England inelastic? 
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A. No; it is elastic enough if you pay gold into their 
coffers. You may have any quantity of notes if you give 
them gold. It is true that in times of great straits, of 
either war or panic or failures, the public are not always 
sure of getting the accommodation they require. Of 
course our plan has a restraining influence over specula- 
tion, which is a good feature, but I should prefer the 
system where the bank is prudently managed and they 
have to pay heavy interest on an excess issue. I like 
that system, because I think it is more elastic than ours. 
You can put a limit upon it, of course; you need not 
allow any great issue; in fact, the Government should 
control that. Now, with regard to your big banks, I do 
not see that you need interfere with them or why they 
should not keep a good deal of their money with the’state 
bank, as our great banks do here. 

Q. What amount of currency have you in circulation? 

A. We have in this country usually, say, £30,000,000 of 
notes and £80,000,000 of gold and silver, say £110,000,000 
in all. 

Q. Foreign banks outside of state banks show almost 
no gold reserve against their deposit liabilities. 

A. But, you know, the state banks of France and Ger- 
many have protection through the bimetallic system. If 
you go to the Bank of France and say, ‘‘I want 1,000 francs 
gold,” they say, ““No, thank you; we will give you 1,000, 
francs of silver.” Thus, you see, they are protected. So 
is Germany. They have got a lot of silver. I-was told 
by one of the Belgian banks that Germany in time of the 
“war of 1870 received bills from France for the indemnity, 
and they said to the Belgian people, ‘“‘Look out; we have 
got some hundred million of francs; we will take away all 
your gold.” They said, ‘No, thank you; we can pay in 
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silver;”» and do you know they had silver exports from 
Belgium into France much larger than the Bank of France 
liked, these Belgian 5-franc pieces coming over the border, 
so they followed a very cute system. If a man paid in, 
say, 100,000 francs in silver to the bank, whenever he 
presented checks to draw his money they paid him in his 
own silver, so he never could draw on his credit unless 
he took back the silver; so that stopped it; but it is a great 
protection to Italy, Austria, Germany, and France, having 
the option of paying in silver. 

Q. Yes; it may be a great protection to the central 
banks, but in Germany and France the joint stock and 
other banks hold practically no cash reserve except their 
balances in the Reichsbank and the Bank of France, 
and they depend upon the rediscount of bills as their 
effective reserves. Do you think other reserve is needed? 

A. I think that it is rather needed, that there should 
- be some reserve in the hands of the banks. They ought 
to hold some reserve in gold, and I believe now the English 
banks do hold a certain: amount; they do not disclose it, 
but they have got it there in case of need. I propose, 
and many people agree with me, that the small note, the 
£1 note, would build up the reserve of gold without any 
cost but printing. I have advocated that they should 
issue here, as in Scotland and in Ireland, for the con- 
venience of the public, £1 notes, and they could issue 
ten or twenty millions very easily. 

Q. We have been impressed with the enormous amount 
of business that is being conducted, both in Germany 
and in France, upon the basis of confidence in the central 
banks rather than upon an actual gold reserve. 

A. Yes, because you see the Bank in Germany has the 
privilege of issuing large sums in excess of their legal 
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circulation by paying 5 per cent interest to the Govern- 
ment. Therefore they can not plead they have not got 
the money as the Bank of England might, who might 
say, ‘‘Well, we do not like to ask for the suspension of 
the bank charter act, and, therefore, we will not dis- 
count except at very onerous rates.” We require an 
improvement, and I have always thought that Germany, 
which is really a poor country in comparison with France, 
England, or America, can weather the storm so easily 
and strive and succeed in bringing down their currency 
at the earliest possible moment within legal limits, and I 
rather admire them for that; and they do pursue a steady 
course without incurring losses. I do not think they 
lose to any large extent. 

Q. What do you regard as the most important method 
of protecting the gold of England in time of trouble? 

A. The rate of discount; that is efficacious, and the 
Bank is always very ready to put it up. 

Q. London is the gold center of the world, is it not? 

A. Yes, because it is the only country where they pay 
freely in gold, but even that is now qualified in rather a 
small way. They have got what they call an export 
corner; that is, they sift out the minimum legal weight 
of the sovereigns and heap them up for the exporters. 
If they give us full-weight sovereigns we would be very 
glad to get them, but they will not. We now could send 
gold to France if we could get full-weight sovereigns, .\ 
but we can not get them. Formerly they did not do 
those things. 

Q. Where are the full-weight sovereigns? 

A. Oh, they keep them for interior purposes. If Liver- 
pool and Manchester banks want sovereigns they get full 
weight, because freight is against us sending them from 
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the north to the Continent. In any of the north country 
places you have the most beautiful, bright, heavy sover- 
eigns which we should like to see in London, but we can 
not get them. 

Q. But you do not mean that the Bank would pay out 
light-weight sovereigns? 

A. Not light. There is a difference equivalent to about 
I penny per ounce between the allowed weight and the 
new full weight. 

Q. And the foreign governments will not take them? 

A. They take them, but we lose the one per mille, which 
is equal to a penny per ounce. 

Q. Why can France maintain a 4 per cent bank rate 
when the rate here and in Germany is higher? 

A. Because the French Bank will keep the rate at 3 per 
cent unless on very, very rare occasions; there will always 
be difficulties in the way of speculation that would lead to 
an advanced rate. For instance, they will not take what 
they call circulation bills. Even the Germans follow suit; 
they will not take bills of bank on bank; they will not take 
what is called kites, however beautiful. A kite is a bill 
drawn for raising money; and however grand it may be in 
the point of real security, it is not commercial; and if you 
take the finest paper to the Bank of France of that descrip- 
tion—there may be millions represented on the bill—they 
will not take it, and this prevents inflation of credit at cer- 
tain intervals. They are much steadier going, and then 


a great deal rests with the people; the money is distrib- 


uted much more equally in France than almost any other 
country. The small farmer, the servant, in France saves 
too. francs, and buys an obligation in a railway for too 
francs and gets 3 per cent or 4 per cent. If an English 
housemaid saves £4, she buys a gold watch with it; there 
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is the difference in character;/the French people are 
thrifty; they save every penny they can, and that is the 
backbone of the country. I think France is a very, very 
rich country. 

Q. What is the relative position of France with ref- 
erence to the international balance of trade? 

A. Well, I do not think they progress. You see, their 
people do not increase; they have got imbued with the 
ideas that comfort lies with small families, and so on; 
therefore they do not increase, and that keeps them 
behind. It is a great advantage to a country to have 
an excess of population, which forces emigration. This 
Empire of ours has been built up by excess of population. 
The whole of the colonies have been raised up. Even in 
early days what is called the United States now was 
built up by English colonists, and if by any magic you 
arrested the population here there would be a decline in 
the prosperity of the country. Well, that is the same 
with Germany. You get your surplus population from 
all over the world, but in France there is a stagnation, 
and that imbues the rich with selfishness, a love of com- 
fort and luxury, and the working class will not exert 
themselves to make any effort to leave France; they 
want to carry Paris with them wherever they go. 

Q. Well, France could not maintain her position in the 
finance of the world if she were not a very strong, rich 
country and a creditor country, could she? ~~ 

A. No; I think she has in her soil, her wine, and other 
products sufficient; even the grain as a rule is sufficient 
for their needs; they are always heaping up wealth. If 
there is no revolution or no war, I look upon France as 
destined to be almost, if not quite, the richest country in 
the world. 
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Q. She must be a creditor country in trade balance? 

A. Oh, I think she must be. Every rich country im- 
ports more than it exports. This country imports con- 
siderably more than it exports, and why? Because she 
does not want gold; she can not eat or drink gold; she 
must have products. We receive the freights of mer- 
chant ships, those that trade to this country and elsewhere, 
and also we have got the confidence of the world because 
we are an island; they like to place their money where 
there is no risk of an invasion, or very little; it is our 
insular position and also the integrity of our merchants 
which is still a great force; it was greater in former years; 
it has gone a little down, but still it is very good. 

Q. Could you have stopped the further exports of gold 
to America last fall? 

A. Yes; the Bank could have stopped it by a 10 per 


eecent tate. 


Q. The Bank of England is required to buy any gold 
presented, is it not? 

A. Bound to at 77 shillings and 9 pence, and the Mint 
is bound to pay 77 shillings and 10% pence. It is sucha 
bother sending to the Mint that it is very, very rarely 
done. That is another unwise thing in this country, 
that they charge nothing for minting gold. You can take 
a thousand new sovereigns, melt them down into ingots, 
present the ingots to the Mint and you get your thousand 
sovereigns. They work for you and charge nothing, 
and it costs you nothing except a little loss of interest. 
They ought to charge, like every other mint, a little for 
their work done—one-fourth per cent, or something of 
that sort. That would keep our gold a little tighter. 

Q. I would like to understand the modus operandi of 
the gold transactions in London. For instance, I noticed 
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in the papers this morning that there would be laid down 
£700,000 gold. Will you state how that is handled? 

A. The gold arrives at the Bank of England from all 
these treasure ships, and the bills of lading in the hands 
mainly of the banks of the country, the African banks 
and such like, and they go to the Bank of England, with- 
draw the gold, send it to the smelters, who melt it into 
bars. Those bars are assayed by the Bank of England 
and they are bound to pay you 77 shillings and 9 pence; 
they frequently pay more, but the minimum they can pay 
is 77 shillings and g pence, and they give an immediate 
advance on the gold. If you present £10,000 of gold, 
they will give you £9,500 at once and the balance when it 
has been assayed; it is very simple. 

Q. That gold comes from South Africa through the 
banks there, and if France wants that gold, they would 
bid for it through some house in London? 

A. Yes; and they would get it; we send largely to 
France; they would get it at a little higher than the Bank 
of England would pay. Sometimes the Bank of England 
takes a fancy to the gold and quietly bids a little more 
than the foreigner; but at present she does not do it, 
because there is no particular need, and the more gold that 
the Continent takes the less likelihood of drafts upon the 
Bank’s resources. 

Q. Is that gold offered at a certain hour each day? 

A. No. At a quarter to 2 we meet together and {ix 
the price of gold and silver; it takes about a quarter of an 
hour to fix the price, and then the orders are filled and the 
gold is packed. It sometimes is melted, sometimes is 
not melted. We do not melt the United States Mint 
bars because they are assayed on the bar and everything 
ready, but the general system is that the refiners here 
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take whatever silver they can get out of the gold and 
deliver the bars of gold to the weight the Bank of France 
will receive it, not too heavy. They fix the limit at 400 
ounces and then it is shipped as soon as it is delivered 
from the refiners. : 

Q. What is the actual value of gold coin? 

A. The full-weight sovereign is 77s. 1ol44d., the Bank 
buying at 77s. 9d., or anything under 10'%4d., makes a 
profit. 

Q.. Does the Bank ever pay in excess of that amount? 

A. Excess of 10%d.? No. 

Q. Never? 

A. Never. I have known them to pay rod., but I do 
not think they have ever paid more, because they would 
lose. 

Q. Why does gold ever sel! at a price less than 1od.? 

A. If there are no orders for export you must take it to 
the Bank and sell it for 9d. 

Q. Certainly. Could not you take it to the Mint and 
have it coined? 

A. But you lose more in interest, as I explained. 
They may keep you a week or two waiting; they say, 
perhaps, ‘‘We are very busy; we can not deliver it.” 
No; there is very little ever goes to the Mint. 
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Answers to questions addressed to Christopher R. Nugent, 
Manager of the Union Discount Company of London (Lim. 
ited). 

Q. Will you give a brief history of your institution? 

A. The company, with a capital of £1,000,000 in 100,000 
shares of £10 each, 50 per cent paid, was registered 
April 24, 1885, to amalgamate the General Credit and Dis- 
count Company (Limited), and the United Discount Cor- 
poration (Limited), both of which institutions originated in 
London. The company has no agencies or branches, its 
business being conducted entirely at its offices in London. 
The capital was increased in January, 1888, to £1,300,000 
by the issue of 30,000 shares of £10 each, 50 per cent paid, 
at a premium of £2 1os., and in August, 1899, to £1,500,000 
by the issue of 20,000 shares of £10 each, 50 per cent paid, 
at a premium of £4 Ios. 

Q. How many other similar institutions are there in 
London? 

A. One; but there are about 20 private firms doing 
business of a similar character. 

Q. What is the par value of your shares? What divi; 
dends do you pay? What is the present market price ‘of 
your shares? 

A. The shares are for £10 each, £5 of which is paid up. 
The dividends amounted to 12 per cent per annum on the 
_paid-up capital for the year ended December 31, 1908. 
The present market price of the shares is £12 3s. 8d. 


& * 
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Q. How many stockholders have you? 

A. The number of our shareholders is 2,806. 

Q. Is the stock fully paid? 

A. No; the shares are each £5 paid, leaving £5 per share 
to be called up in case of need. 

Q. Does the law require that before full distribution of 
profits you shall accumulate and maintain a certain amount 
of surplus (reserve fund), and are you required to invest 
this in any particular way? 

A. No; the present reserve fund amounts ‘to £520,000. 

Q. Is there any limit to the number of shares which may 
be held by any one person, and is your approval required 
before a transfer of your stock can be made? 

A. There is no specified limit to the number of shares 
which may be held by any one person. The directors may 
refuse to register a transfer to a transferee of whom they 
do not approve. 

Q. How often do your shareholders meet? 

A. Twice a year—in January and July. 

Q. Does every share have a vote at shareholders’ meet- 
ings? 

eV ES: 

Q. Describe the organization and management of the 
company. 

A. The management of the business and the control of 
the company is vested in the directors, who at their discre- 
tion can appoint officers for permanent, temporary, or 
special services, and can remove or suspend same. The 
present number of officers is five. Of the directors, who 
are elected or whose appointments are confirmed by the 
shareholders in general meeting, one-fourth retire from 
office by rotation and are eligible for reelection, at the 
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first ordinary general meeting in every year. The present 
number of directors is six. According to the articles of 
association, the number of the directors must not be less 
than six or more than twelve. 
Q. Is it customary to reelect directors at the expira- 
tion of their terms? 
Ay Yes. 
Q. How frequently do the directors meet? 
“SA. Once every week. 
’ Q. How frequently are you required by law to publish 
statements of condition? 
“A. Once in every year. 

Q. How frequently is it your custom to publish them? 
“ A. Half yearly. 

Q. What local or general taxes are paid by the com- 
pany? 

A. Income tax, house duty, land tax, police rate, con- 
solidated and sewer rate, rector’s rate, water rate. 

Q. State the distinction between loans and deposits 
among your liabilities. 

A. ‘‘Loans’’ indicate money placed with the company 
for which collateral security in the way of bills of exchange 
or stocks is given, in addition to the obligation of the 
company, while ‘‘Deposits’’ indicate money placed with 
the company, for which no special security is given. 

Q. Do you pay interest upon either or both? If so, 
does the rate vary upon different classes of accounts? qs 

A. Interest is paid on both. Occasionally ‘‘deposits’’ 
receive somewhat higher interest. | 

Q. Are loans and deposits received from individuals and 
mercantile firms as well as from banks? 

A. Yes. 
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Q. What governs the fluctuations in the rates paid? 
A. The rates paid for loans and deposits are governed 
x by the Bank of England’s official rate of discount, and the 
conditions prevailing in the money market. 

Q. What percentage of your deposits are payable on 

demand? 
“- A. About 40 per cent. 

Q. Describe the character of your item ‘‘bills redis- 
counted,” their usual duration, and the kinds of institu- 
tions to which they are presented. ' 

w A. Bills sold by the company under discount to various 
customers. Their duration is from a few days up to six 
months, and they are chiefly bought by bankers in Great 
Britain and on the Continent. 

a Q. Do you guarantee all of the paper which you sell to 
the banks? 

AVC. 

Q. What is included in the item ‘‘Cash at bankers?” 

A. Nothing but cash. 

Q. Is it customary to confine your investments in 
securities to government and public securities, or do you 
purchase stocks and bonds of railways and other inde- 
pendent corporations? . 

A. To a small extent stocks and shares of independent 
corporations are sometimes bought. 

Q. Are you required by law to invest your capital or 
any part of it in any particular securities? If so, in what 
class and to what amount? 

AY No. 

Q. Is it your practice to invest an amount equal to 
your capital in securities; and if so, in what general class 
of securities? | 
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A. There is no regular practice; investments vary 
according to circumstances. 

Q. What classes of collateral are accepted by you for 
loans? 

A. Bank and mercantile bills and stocks officially quoted 
on the London Stock Exchange of a negotiable character, 
with no further liability. 

Q. Will you state approximately the average length of 
time and the average size of loans on collateral? 

“= A. The length of time is about three days; the size 
about £20,000. 

Q. Do you frequently employ surplus funds in loans on 
call to dealers in securities? 

AS eS. 

Q. Are a considerable number of your loans on call? 

poeeS, 

Q. Describe the general character of your bills dis- 
counted, including their average size, their average 
length of time, and the number of names required. 

A. The acceptances of banks and financial and com- 
mercial firms of good standing. The bills average about 
£700 in amount and about fifty to sixty days in currency. 
At least two names required. 

Q. What is the minimum size and what is the maximum 
length of time to run for bills discounted by you? 

A. Rarely under £10 in size or longer than twelve 
months. << 

Q. What is the distinction between what are known as 
“prime” bills and other bills? 

A. “Prime” bills are the acceptances of banks and 
leading firms. “Other” bills are the acceptances of 
houses in a smaller position. 
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Q. What is the usual difference in the rate charged by 
you upon a prime bill and for a high-class loan secured by 
collateral having the same period to run? 

A. One-fourth to one-half per cent. 

Q. What is the difference between a trade bill and a 
finance bill? Is the rate the same on each? 

A. A “‘trade”’ bill is one drawn upon a merchant or 
retailer for goods actually sold and delivered. A ‘‘finance”’ 
bill is one drawn against a deposit of securities, or some- 
times without any such deposit, for the purpose of creating 
credit. Rate is higher on “‘finance”’ bills. 

Q. Do you discount foreign bills? 

A. Wes: 

Q. What is meant by ‘“‘domiciled”’ bills? 

“A. In London the term is applied to a bill drawn on a 
firm abroad, in sterling, but made payable in London. 

Q. Do you always discount directly for individuals and 
merchants? 

Avees: 

Q. To what extent does the bank rate govern your dis- 
count and loan transactions? 

A. The bank rate is a great factor in our loan and bill 
transactions, particularly when the money market is 
stringent. 

Q. Is the amount of accommodation extended to you 
by the banks predicated upon the amount and character 
of balances carried by you with them, or governed by the 
necessities of the general situation? 

A. The banks are mainly influenced by general conditions 
in extending accommodation to the discount houses, but 
they are more favorably disposed to those who carry bal- 
ances with them. 
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Q. Is there any general rule in your bank with reference 
to the percentage of cash and balances in the bank to the 
deposit liabilities? 

A. No general rule. 

Q. Can you estimate the percentage of cash (coin and 
notes) to deposit liabilities in all the banks of England, in- 
cluding the banking department of the Bank of England? 

A. The percentage of coin and notes to deposit liabilities 
in all the banks would probably be about 15 per cent, that 
of the Bank of England varying from 35 to 50 per cent, 
according to circumstances. 

Q. Do you regard prompt and adequate increase of the 
bank rate as the most effective measure to protect the 
bank's reserves? 

A. One of the most effective measures certainly. 

Q. Does the raising of the bank rate ever fail to attract 
gold and change the course of exchanges? 

A. It has not failed hitherto. 

Q. How do you account for the fact that at times a 
higher bank rate in England fails to attract gold from the 
Continent when lower rates prevail there? 

A. Probably at the times referred to the difference in 
rates was only slight, and was more than neutralized by 
the difficulties put in the way of gold shipments by the 
responsible foreign authorities. 

Q. Is the raising of the bank rate more effective in con- 
trolling gold movements now than at the time of the last 
suspension of the bank act in 1866? 

Ae Ves. 

Q. To what do you attribute this increased efficiency? 

A. To the fact that international relations are closer 
than they were, and that the amount of gold held by 
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foreign treasuries and banks throughout the world is 
much larger than it was. 

Q. What effect did raising the rate in the period from 
October, 1907, to January, 1908, have upon the Bank’s 
gold supply? 

A. It had the effect of attracting gold from home circu- 
lation and abroad, and lessened the facility with which it 
could be obtained from the Bank for export to the United 
States. 

Q. What other steps are taken in addition to raising the 
bank rate to protect the outflow of gold in times of a 
crisis? 

A. The Bank may borrow money in the open market to 
produce increased firmness there, and it may exercise 
greater discrimination in advancing upon bills and se- 
curities, thus restricting the facilities for obtaining money. 

Q. Is it customary at such times to advance money 
without interest to importers of gold to cover the time 
required in transportation? 

A. It has been done by the Bank of England occasion- 
ally, but it is not customary. 

Q. Isit the policy of the Bank of England to discriminate 
against finance bills in times of financial crises? 

A. The Bank has not usually acted upon such a policy, 
but there is an impression in Lombard street that it 
might do so at any moment, and this feeling has a restrain- 
ing effect upon the creation of this class of paper in bad 
times. 

QO. Does the understood policy of the Bank of England 
to advance bank rates rapidly and at the same time to 
extend liberal credit in times of serious financial trouble 
meet with general approval in business and banking 
circles? 
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AwWes: 

Q. Is London the only free market for gold in Europe? 

A. Yes; in the complete sense of the word “‘free.”’ 

Q. Do the joint stock and other banks rely upon the re- 
serves of the banking department of the Bank of England 
as their ultimate resource in case of trouble? 

A. I do not consider that the outside banks can be said 
to ‘‘rely’’ upon the reserve in the banking department of 
the Bank of England, chiefly or exclusively. They largely 
regulate their transactions according to its size, but can 
only ‘“‘rely’”’ on their own reserves in times of serious 
trouble. 

Q. Do youf¥ favor an increase in the fiduciary note 
circulation? 

A. No; I would prefer to see the present fiduciary issue 
lessened or abolished. 

. Do your favor the issue of £1 notes? 
Wes. 
. If not, what is the reason for your objection? 


IO PO 


. Answered by preceding reply. 

Q. Does the proposition for a secondary gold reserve 
meet with your approval? 

AcaNO: 

Q. Has the experience of the United Kingdom with 
reference to note issues under the legislation of 1844 and 
1845 been satisfactory? 

A. Yes. ~~ 

Q. With respect to the monopoly of note issue, are any 
modifications or amendments to the bank acts suggested, 
and if so, what is the nature of the proposals? 

A. So far as the monopoly of issue enjoyed by the present 
holders is concerned, I do not know of any serious sugges- 
tions for its alteration. 
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Q. Is there any substantial demand for what we in 


”” 


America call ‘‘greater elasticity’’ in volume of currency 
(notes and coin) to answer business demands? 

A. No; I do not think there is. 

Q. Is there any inclination to adopt the German system 
of taxed issues for emergencies or some modification of it? 

A. The subject has been much discussed, but I do not 
think there is any inclination to adopt the German system. 

Q. Is there any tendency to return to the system of note 
issue in existence prior to 1844? 

A. No. 

Q. Is there any contention in banking or economic cir- 
cles that it is necessary to restore or extend the right of 
issue to banks other than the Bank of England to enable 
them to increase their own profit, or to afford adequate 
facilities to borrowers, or to meet legitimate business 
demands? 

A. No; the disposition (as indicated in reply to a 
former query) is to leave the issue of notes in the hands 
of those at present having this facility. 

Q. Has the rapidly. increasing use of checks, bills of 
exchange, and other instruments of credit and clearing- 
house facilities rendered the enlarged employment of bank 
notes unnecessary ? 

hs -Y €S. 

Q. What effect has a marked increase in the commercial 
and industrial activities of Great Britain on the volume of 
note issues? 

A. An increase in the commercial and industrial activity 
of Great Britain would tend to increase the “circulation” 
_of notes. The “‘issues’’ are more governed by the supply 
of, or demand for, gold. 
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Q. What in your opinion is the effect of branch banking 
and the amalgamation of banks: (a2) Upon the amount of 
cash held by the banks? (6) Upon local bank rates? (c) 
Upon the prosperity and development of communities? 

A. The effect of branch banking and the amalgamation 
of banks is to (a) increase the aggregate amount of cash 
held by the banks; (6) the establishment of branches by 
competing banks tends to lower local rates, the amalgama- 
tion of banks tends to keep local rates firm, and even to 
raise them; (c) is a favorable influence toward the devel- 
opment and prosperity of communities, provided that the 
amalgamation process is not carried too far in centralizing 
the control of the banking business of the community in a 
few hands. 
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Report of answers to questions addressed to Mr. T. J. Russell, 
Manager of the London and Westminster Bank (Limited). 


Q. Will you give us a brief account of your institution? 

A. The London and Westminster Bank was established 
in March, 1834. It was registered as a limited company 
in March, 1880. It originated in London and is still con- 
fined to London and its suburbs. 

Q. What is the par value of your shares, and what divi- 
dends do you pay? 

A. The par value of our shares is £100, of which £20 is 
paid. For the last four years dividends of 13 per cent per 
annum have been declared. The present market price of 
the shares is between £50% and £51. 

Q. How many stockholders have you? 

A. Upward of 10,600. 

Q. What additional payments can be collected from 
your stockholders for the development of business, and 
what in case of liquidation? 

A. As £20 per share have been paid in, the shareholders 
are left a liability of £80 per share, which can be collected 
for the development of business or for liquidation. 

Q. Does the law require you to accumulate a certain 
amount of surplus? 

A. No. 

Q. Is there any limit to the number of shares which may 
be held by any one person, and is your approval required 
before a transfer of your stock can be made? 
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A. There is no limit to the number of shares which any 
individual’ may hold, but the approval of directors is 
required before transfers can be made. 

Q. How often do your shareholders meet? 

A. Twice a year. 

Q. Does every share have a vote at the shareholders’ 
meetings? 

A. No; votes are distributed as follows: From 10 to 49 
shares, 1 vote; from 50 to 99 shares, 2 votes; from 100 to 
199 shares, 3 votes; from 200 shares upward, 4 votes. 

Q. Describe the organization and management of the 
bank, stating the officers and directors, and their respec- 
tive functions, and for what periods of time and by whom 
are they elected? 

A. There are 682 officers and 15 directors, who are 
elected by shareholders. ‘Three of these directors retire 
annually. 

Q. Is it customary to reelect directors at the expiration 
of their terms? 

A. Yes. 

Q. How frequently do the directors meet? 

A. Daily. 

Q. How many branches have you? 

A. Thirty-six. 

“Q. In the main, have they been created by you, or have 
a been formed by the absorption of independent banks? 

A. They have mainly been created by us. «* 

Q. How are your branches managed? 


~ A. By an appointed manager, who is visited period- 


ically by the superintendent and inspectors of branches, 
and occasionally by directors. 
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December 31, 1908. 
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Interviews — England 


Q. Who appoints the managers of branches, and are 
they usually selected from subordinate officers in the same 
bank? . 

A. The directors appoint the managers of branches, who 
are selected from among subordinate officers, but not 
necessarily in the same branch. 

Q. How frequently are you required by law to publish 
statements of condition? 

A. Twice a year. 

ew Q. How frequently is it your custom to publish them? 

A. Monthly. 

Q. In your opinion, should more frequent and fuller 
bank returns be published? 

A. We do not consider this necessary. 

Q. What legal or general taxes are paid by the bank? 

A. The usual parochial and general taxes. 
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Interview with Lord Avebury, Partner of Robarts, Lubbock & Co. 


Before proceeding to answer the questions I think I 
ought to say that, while I have the honor to be chairman 
of the London Bankers and president of the Central Asso- 
ciation of English Bankers, I am speaking in my own 
name, and have no authority to commit those institutions. 

Q. Will you give a brief history of your institution, 
stating whether its business is confined to London or is 
also conducted through branches elsewhere in England? 

A. Our bank was founded asa bank in 1772. Previous 
to that, however, my ancestors had been established as 
merchants, doing a certain amount of banking business. 
In that year the two businesses were separated, my great 
uncle, and afterwards my grandfather, however, remaining 
at the head of both concerns. We have no branches, but 
our business is by no means confined to London. 

Q. How many stockholders have you? 

« A. As we are a firm and not a company, this question. 
does not apply to us. 

Q. How frequently are you required by law to publish 
statements of condition? 

~ A. We publish our accounts yearly, but are under no 
legal obligations to do so. : 

Q. Should more frequent and fuller bank reports be 
published? 

A. I see no necessity to do so. 

Q. What local or general taxes are paid by the bank? 

A. We pay the ordinary local rates and general taxes. 

Q. Will you state the distinction between current 
accounts and deposit accounts? 

A. Deposit accounts are more or less stationary; cur- 
rent accounts are constantly operated on. 


« 
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Q. Do you pay interest on either, or both? 

A. We pay interest on deposit, but not on current, 
accounts. Money not likely to be immediately wanted 
can always be transferred to deposit, and then bears 
interest. 

Q. What percentage of your deposits are payable on 
demand? 

A. The proportion varies. 

Q. What is the usual length of time and what is the 
usual duration of the acceptances drawn upon you by your 
customers? 

A. Not at more than three months. 

Q. What is included under the item ‘‘Cash in hand”’ in 
your statement? 

A. Cash in hand includes nothing but cash. 

Q. What is included under the item ‘‘ Money at call and 
short notice?” 

A. This is money deposited at call, mainly with bill 
brokers at call and against gilt-edge securities, or in part 
lent on the stock exchange for not more than a fortnight. 

Q. Do you confine your investments in securities to 
government and public securities? 

A. Our investments are mainly British government | 
securities, with a comparatively trifling amount of first- 
class railway bonds, etc. 

Q. Is it your practice to invest an amount equal to your 
capital in securities; and if so, in what general class of 
securities? 

A. Our capital is invested in English government 
securities. 

Q. Describe the general character of your bills dis- 
counted. 
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A. The bills we discount have never less than two names, 
nor more than three months to run. 

Q. What is the usual difference in the rate charged by 
you upon a prime bill and for a high-class loan secured by 
collateral having the same period to run? 

A. About one-half per cent. 

Q. What is the difference between a trade bill and a 
finance bill? Is the rate the same on each? 

A. A trade bill is based on an actual sale; a finance bill 
is a bill based on an exchange operation; an accommoda- 
tion bill is merely a means of raising money. The first 
two may or may not be good. It depends on the credit of 
the houses. The third class we do not take. 

Q. Do you discount to any considerable amount directly 
for individuals and merchants? 

A. At times. 

Q. Do you frequently employ surplus funds in loans on 
call to dealers in securities? 

A. We generally have considerable sums lent out for a 
few days on the stock exchange against readily salable 
securities. 

Q. Would you charge a merchant having a good account 
with you the bank rate or the market rate for prime bills? 

A. The market rate. 

Q. To what extent does the bank rate govern your dis- 
count and loan transactions? 

A. The bank rate generally is an expression of the 
market rate. 

Q. Is it your custom to employ your surplus funds in 
the purchase of bills from discount houses? 
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A. We employ our surplus funds with discount houses 
and companies and keep a certain amount with them 
which is available for any daily requirement. 

Q. Do you at times discount bills for parties having no 
account with you? 

A. No. 

Q. Are a considerable number of your loans on call? 

eaves: 

Q. Do you allow overdrafts? 

A. We occasionally allow a temporary overdraft, against 
security, but prefer to make a loan for a definite amount 
and a definite time. The Scotch system of ‘‘cash credits”’ 
does not prevail in London. 

Q. Is there any general rule in your bank with reference 
to the percentage of cash and balances in the bank to the 
deposit liabilities? 

A. No. 

Q. Can you estimate the percentage of cash to deposit 
liabilities in all the banks of London? 

ny No: 

Q. Does the raising of the bank rate ever fail to attract 
gold and exchange in the course of exchanges? 

A. A sufficient bank rate always brings in gold. 

Q. How do you account for the fact that at times a 
higher bank rate in England failed to attract gold from 
the Continent when lower rates prevail there? 

A. Because there is no free market for gold except in 
London. 

Q. Is the raising of the bank rate more effective in con- 
trolling gold movements than at the time of the last sus- 
pension of the bank act in 1866? 
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A. I remember 1866 well. The bank act was not so 
well understood then as it is now, and I think the rate 
should have been raised sooner. A rate of 5 per cent here 
will, I believe, always bring in gold, but it requires a 
reasonable time. 

Q. Is it the policy of the Bank of England to discrimi- 
nate against finance bills at the times of financial crises? 

A. I believe not. So far as we are concerned, we have 
never as a matter of fact rediscounted any bill we have 
taken or applied to the Bank of England for any advance. 
No doubt, however, in the case of any general and unrea- 
sonable panic the Government would authorize the Bank 
of England to take such steps as might be deemed wise 
in the general interests. Twice since 1844 the Bank of 
England has been authorized to utilize temporarily the 
reserve of gold held in the issue department, but I believe 
that in both cases this might have been altogether avoided 
if the rate had been raised rather earlier. Moreover, the 
effect of a rise in the rate of discount in attracting gold 
was not as well understood then as it is now. 

Q. Do you favor the issue of £1 notes? 

A. No. Iagree with the governor of the bank that £1 
notes would take the place of gold, and thus tend to drive 
it out of the country. Moreover, if as is now the case, the 
banks took the numbers and the notes were not reissued 
the expense would be greater than that of coin. 

Q. Does the proposal of a secondary gold reserve meet 
with your approval? 

A. No. 

Q. Has the experience of the United Kingdom with 
regard to note issues under the legislation of 1844 and 1845 
been satisfactory? 

Pan Ves; 
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Q. Is there any substantial demand in England for what 
we in America call ‘“‘greater elasticity’’ in the volume of 
the currency to meet changes in business demands? 

A. I should say not. 

Q. Is there any inclination to adopt the German system 
of taxed issues for emergencies or some modification of it? 

A. Many years ago Mr. Lowe, when chancellor to the 
exchequer, did me the honor of consulting me on this 
point. He came to the conclusion that it was not neces- 
sary, and as to the working of the act of 1844 and the 
effect of a high enough rate of interest in bringing gold 
from abroad is better understood, this seems to me now 
even more the case. At the same time I should see no 
grave objection to giving the Bank of England power to 
exceed the statutory note limit, paying at the rate of, say, 
5 per cent per annum on any excess. ‘The existence of 
such a discretion might possibly tend to allay alarm. 

Q. Is there any tendency to return to the system of 
note issue in existence prior to 1844? 

A. No. 

Q. Is there any contention that the right of issue should 
be restored or extended to banks other than the Bank of 
England? 

A. No. 

Q. Has the rapidly increasing use of checks and other 
instruments of credit and clearing-house facilities rendered 
the enlarged employment of bank notes unnecessary? 

A. Yes. Many years ago I took out and published the 
experience of our house for a month. The percentage of 
gold and silver was, to the best of my recollection, under 
I per cent, and that of notes only 2 or 3 per cent, the great 
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bulk being in checks. If thought worth while, I could 
look up the exact figures. 

Q. What effect has a marked increase in the commercial 
and industrial activities of Great Britain on the volume 
of note issues? 

A. Comparatively little, owing to the very general use 
of checks. 
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ROYAL BANK OF SCOTLAND. 
Interview with Adam Tait, Cashier and General Manager. 


Q. When was the Royal Bank of Scotland founded? 

A. In the year 1727. 

Q. When does your present charter expire? 

A. It is perpetual. 

Q. What is the par value and present selling price of 
your shares? 

A. The par value is £100; the stock is selling at £262. 

Q. How many stockholders have you? 

A. About 3,500. 

Q. Is the stock fully paid? 

aes: 

Q. Have your shareholders any liabilities in addition 
to the ownership of shares? 

A. No. 

Q. Is there any limit to the number of shares which 
may be held by any one person, and is your approval 
required before a transfer of your stock can be made? 

A. There is no limit to the amount of stock held by 
ally one person; yes, our approval is required before a 
transfer of stock is made. 

Q. How often do your shareholders meet? 

A. Annually. 

Q. Does every share have a vote at shareholders’ 
meetings? 

A. One vote may be cast for each complete £100 of 
stock. 
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Q. What control have the shareholders over the manage- _ 
ment and conduct of the business? 

A. They elect the directors. 

Q. Has the Government any voice in the management 
of the Bank or any interest in it through the ownership 
of shares? 

ANG. 

Q. Describe the organization and management of the 
Bank, stating the number of officers and directors, with 
their respective functions; and for what periods and by 
whom are they elected? 

A. The management and control is vested in a gov- 
ernor, deputy governor, 9 ordinary and 9 extraordinary 
directors. The ordinary directors have the management 
of the Bank; the governor and the extraordinary di- 
rectors are not entitled to interfere in the management, 
and their offices are honorary, but they may be called in 
to consult and advise. The deputy governor takes part 
in the management, and when present presides over meet- 
ings of the ordinary directors. The active management 
is in the hands of the general manager, and the directors 
advise and control him. 

Q. Is it customary to reelect directors at the expiration 
of their terms? 

A SiVes: 

Q. Is there any custom restricting the class from which 
the directors may be selected? 

A. No; except that the policy has been to elect ee 
the professional classes and not from those actively 
engaged in trade and who might themselves or through 
their firms require advances. 

Q. How frequently do the directors meet? 
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A. The whole nine meet once a week, constituting a 
board meeting. Committees of three directors meet on 
other two days in each week. The same three directors 
take the committees for one month continuously. 

Q. How many branches have you? 

A. One hundred and fifty-two. 

Q. How are your branches managed? 

A. By resident agents, accountants, tellers, and clerks, 
according to the extent and nature of the business of the 
branch. The agent is the responsible officer, and, as a 
general rule, is alone entitled to bind the bank by signing 
documents on its behalf. Each branch is visited by an 
inspector from the head office, who makes a very careful 
scrutiny of all the advances and a balance of the cash, and 
reports to the directors thereon. 

Q. Who names the managers of branches? 

A. The directors, on the recommendation of the general 
manager. 

Q. Have the managers of the branches full control of 
the business in granting discounts, etc.; if not, what dis- 
cretion is usually given them? 

A. Yes; but the general manager may impose restric- 
tions or limits or may require transactions to be submitted 
for his approval or that of the directors. J,arge advances, 
by way of loan, or overdraft, require the previous sanc- 
tion of the head office. 

Q. Have you any system of distribution of profits 
among the managers of branches? 

A. No; occasionally a commission is allowed to agents 
to encourage them to secure deposit money. 

Q. Are all your branches of the same class, or have you 
main and subsidiary branches? 
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A. In some cases there are sub-branches. Some are 
mainly or almost entirely deposit branches; others have 
few deposits, but a large advance business. 

Q. Is the business conducted at your branches of the 
same class as at your office in London? 

A. No; the London office is itself a branch office and 
much of the ultimate settlement of balances takes place 
there. The conduct of the ordinary London business is 
on the same lines as that of any other London branch 
bank. No notes can be issued in London. 

Q. Do your branches have business relations with mer- 
chants, farmers, and all classes of people in their respective 
localities? 

A. Yes, they have business relations with all classes of 
people. 

Q. How frequently are you required by law to publish 
statements of condition? 

A. We are under, no legal obligation, except to submit 
an annual statement to the stockholders. 

Q. How frequently is it your custom to publish them? 

A. Annually. 

Q. Is either your issue or your banking department at 
any time examined by the Government, or in any way 
under its supervision? 

A. No. 

Q. What local or general taxes are paid by the bank? 

A. All local and general or imperial taxes paid by any 
other trading company. 

Q. Is the bank a member of the London clearing house? 

A. No. 

Q. What is the law governing your note issues, and 
how are note issues limited and how secured? 
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A. The act of Parliament of 1845 governs our note 
issue. There is no limit to the amount of notes that may 
be issued, but the Bank is required to hold gold (and silver 
toan extent not exceeding one-fifth of the total) against 
the notes in the hands of the public on the average of 
even four weeks, and that at its head office in Edinburgh— 
gold held at branch offices does not count—to an amount 
sufficient each weekon Saturday to cover the notes in the 
hands of the publicin excess of a certain amount specified, 
£216,451. The notes are not secured. 

Q. To what extent are your notes legal tender in Great 
Britain? 

A. Our notes are not legal tender at all. 

Q. What other banks have the right of issue in Scotland? 

A. The Bank of Scotland, the British Linen Bank, the 
Commercial Bank of Scotland (Limited), the National 
Bank of Scotland (Limited), the Union Bank of Scotland 
(Limited), the Clydesdale Bank (Limited), the North of 
Scotland and Town and County Bank (Limited). 

Q. Are the notes of your issuing banks secured; and if 
so, how? : 

A. They are not secured. In case of the liquidation of 
the five last-named banks, however, their shareholders are © 
unlimitedly liable for their notes and they are liable to 
contribute a sum necessary to restore to the general assets 
the sums that may have been paid out of the same in 
respect of claims under notes. 

Q. What is the total amount of their outstanding 
issues? 

A. About £7,500,000. 

Q. Do you pay the Government in the form of taxes or 
otherwise, either directly or indirectly, for your privilege 
of note issue? 
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A. Yes, we pay a license duty of £30 for each place at 
which notes are issued, and a tax of 8s. 4d. per £100, or a 
penny per £1, on the average amount of notes in the 
hands of the public at the close of each week. 

Q. Do other issuing banks pay at the same rate for the 
privilege of note issue? 

A. Yes; we all pay at the same rate. 

Q. Have you acquired the right of issue from any other 
bank, and upon what terms? 

A. Yes; from the Dundee Bank in 1864, but it was not 
paid for, apart from the price paid for the business as a 
whole. It was only the right to issue notes up to a cer- 
tain figure, £33,451, without that figure being covered 
by gold. The authorized circulation was, previous to the * 
taking over of the Dundee Bank, £183,000. It is now 
£216,451. 

Q. To what do you attribute the weekly and seasonal 
fluctuations in the amount of outstanding notes, and are 
these fluctuations constant from year to year? 

A. Weekly fluctuations are chiefly due to the payment 
of wages. The seasonal fluctuations are at harvest time, 
at Christmas, and New Year, and to a much larger extent 
at ‘the half-yearly terms of Whitsunday (May) and Mar- 
tinmas (November), when rents are paid, interest on 
mortgages is collected, and half-yearly wages are paid. 

Q. Are you willing to inform us as to the expense of 
note issue and the profits derived therefrom? ~~ 

A. The expense probably may be about £1 5s. per cent 
on the total circulation—including license duty, stamp duty, 
paper, and printing of notes and keeping registers of notes 
issued and canceled. The profit, if any, is negligible. 
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Q. Under what conditions or terms has your capital 
been increased from time to time? ' 

A. It has been increased under special charters from the 
Crown, and it has been made a condition in all the char- 
ters that the increase capital shall be subscribed and paid 
upinfull. There has been no increase in the capital stock 
since the year 1828. 

Q. Have the obligations of the bank to the public or to 


the Government been changed from time to time? 
A. No. 


Q. Are you required by law to invest your capital, or 
any part of it, in any particular securities? 

As Nos 

Q. Does the law require that before full distribution of 
profits you shall accumulate and maintain a certain 
amount of rest (surplus), and are you required to invest 
this in any particular way? 

A. No. 

Q. Do you allow interest upon deposits? 

A. Yes; if the money remains undisturbed for thirty . 
days. ‘ 
Q. Are deposits subject to considerable fluctuations, and 
are these fluctuations regularly recurrent? | 

A. Yes; they fluctuate with the rates of interest al- 
lowed. When the rate of interest allowed on deposits is 
low, the deposits gradually decrease, but not to a serious 
extent. 

Q. Are all deposits payable on demand? 

Dey Ves. 

Q. Is it your custom to carry in your banking depart- 


ment a fixed amount in government securities? 
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A. Yes, but the amount is not rigidly fixed. In recent 
years there has been a tendency to decrease the amount, 
as the market for them has not been so free or active as 
formerly, and the main purpose of keeping government 
securities is to have securities that can be sold in large 
blocks at any moment if required. 

Q. Can you state, approximately, the average length of 
time and the average size of bills discounted by you? 

A. The bills average in length two months, three 
months, four months, and six months. They range in 
amount from £5 up to £5,000. 

Q. Is the character of your discounts or loans regulated 
or restricted by law or fixed by the statutes of the Bank? 

A. No. 

Q. Will you state (a) the class of bills usually discounted 
by you, giving the number of names required; (6) the 
minimum size; and (c) the maximum length of time to 
run? é - 

A. Mercantile bills—that is, bills for the price of goods 
or merchandise supplied, drawn by the seller and accepted 
by the purchaser, £2 or £3 in some cases, up to £5/10,000. 
Their maximum length is six months. 

Q. What classes of collateral are accepted by you for 
loans? 

A. Stock exchange securities, and in some cases produce. 

Q. Will you state, approximately, the average length of 
time and the average size of loans on collateral? «* 

A. The length of loans on collateral is variable. It is 
not possible to state their average size; they are of all 
amounts. 

Q. Do you discount any but prime bills? 

A. Yes; we do all classes of business. 
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Q. Do you discount to any considerable amount for 
individuals and merchants? 

ae eS. 

Q. Is it your custom to employ surplus funds in pur- 
chase of bills from discount houses? 

A. Yes; bills accepted by London banks. 

Q. Do you rediscount bills for other banks? 

A. No; except for foreign or colonial banks who are 
correspondents. 

Q. Is it your custom to discount any bills payable in 
foreign countries? 

A. Yes, occasionally; but the total is small. 

Q. To what extent does the Bank rate govern your dis- 
count and loan transactions? 

A. It invariably does so. The rates charged by us 
always bear a relation to the Bank rate. 

Q. Do you at times discount bills for parties having no 
account with you? 

A. Seldom. 

Q. Are a considerable number of your loans on call? 

A. No. 

Q. Explain the phrase ‘‘cash credits,’ and upon what 
conditions they are given. 

A. A customer applies to be allowed to overdraw such 
amount as he may require from time to time up to a 
specified amount, and he and two or three sureties jointly 
and severally become bound to repay the amount that 
may at any time be owing with interest, on demand being 
made on them. Each obligant is liable to pay the whole 
sum, leaving him to obtain repayment from his co-ob- 
ligants. 
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Q. Is the bank, through its branches, employed by 
other banks to any considerable extent for the transfer 
of funds from one city to another? 

eM ES. 

Q. Is it the practice of the bank in times of stress to 
discount bills of a satisfactory character for its customers 
freely? 

A. Yes. 

Q. Is it the policy of the bank to discriminate against 
finance bills in times of financial crises? 

ieeles: 

Q. Do you favor the issue of £1 notes? Why? 

A. Yes; they have always been in favor with the public 
in Scotland. 

Q. What, if any, artificial means are taken by you to 
secure changes in the volume of currency (notes and coin) 
to make it responsive to business demands? 

A. None are deemed necessary. Our system works 
automatically. Our note issue is unlimited; we are only re- 
quired to provide gold to cover the amount in the hands 
of the public at the close of each week and on the aver- 
age of each four weeks. 

Q. What effect has a marked increase in the commer- 
cial and industrial activities of Great Britain on the 
volume of note issues? 

A. It increases it. 

Q. It is customary in England, we find, to distinguish \» 
between current accounts and deposit accounts. Will 
you describe the distinction you make? 

A. No interest is allowed on the balances on current 
accounts. Interest is allowed on deposits only if the 
money remains continuously undisturbed for at least 
thirty days. Deposits are payable on demand. 
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Q. What is the customary charge for acceptance of a 
ninety-day bill? 

A. Five shillings per cent. 

Q. Your acceptance constitutes what is known in 
London as a prime bill? 

AY es. 

Q. Is there discrimination in easy times between a 
merchandise or trade bill and a finance bill? 

BEV CS. 

Q. It is your practice to employ your surplus funds in 
the purchase of prime bills through bill brokers? 

Be VES. 

Q. Is it the general practice in Scotland to make ad- 
vances to very responsible people on a single name? 

A. Not to any great extent. Overdrafts are allowed 
to such on the circumstances being explained calling for 
the accommodation. 

Q. Is it customary for you to receive as collateral] for 
loans any securities which are listed on the exchange? 

Ao ies, 

Q. Do you pay interest on both current accounts and 
deposit accounts? 

A. It is our custom to pay interest on deposits only. 
In London, however, it is different; there interest is al- 
lowed in special cases on large balances on current ac- 
counts if left for some time. 

Q. How does the bank rate affect the rate allowed by 
you on deposit? 

A. The Scotch banks all allow the same rate and charge 
the same rates for discounts and overdrafts, and these 
are fixed relatively to the Bank of England rate. 

Q. Were most of your branches organized by you or 
were most of them other institutions purchased by you? 
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A. Most of them were originated by ourselves. 

Q. Have you in mind how many branches you had ten 
years ago? 

A. About 136. 

Q. The tendency is for the consolidation of banking in 
Great Britain, is it not? 

es, 

Q. Has the conversion of a private bank into a branch 
of your bank generally met with favor in the community 
where that bank is located? 

A. There has been no private bank in Scotland since 
1844, and consequently no conversion from a private to a 
joint stock bank since before that date. 

Q. Do you believe that the community is as well or 
better served through your bank than through the inde- 
pendent bank? 

A. Yes; much better. 

Q. Do you believe that the customer of that bank gets 
as fair consideration from you—that is, that you are in a 
better position to judge fairly of his merits and his needs, 
as the private bank? 

AL Yes: 

Q. Would you say the Bank of England is in any way a 
competitor of the other banks in Great Britain? 

A. Yes; it does a general banking business in England 
and has numerous branches. 

Q. What relations do the Scotch banks bear to the* 
Bank of England? Do they deal with it directly? 

A. The Royal Bank of Scotland has an account with 
the Bank of England which has been in operation since 
1728, and it collects bills and checks for the Bank of Eng- 
land all over Scotland. I can not tell what are the rela- 
tions of the other Scotch banks to the Bank of England. 
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Q. What would you say are the most important func- 
tions of the Bank of England? 

A. Itis the Bank for managing the government finances. 
It holds the ultimate gold reserve of all the banks and of 
the country, and it practically, by its rate of discount, 
regulates the rates of discount charged by and the rate 
of interest allowed by all the banks and discount companies 
throughout the country, their practice being to take the 
Bank of England rate as the standard and to charge or 
allow a rate a certain proportion higher or lower than that 
rate, according to the character of the business. 

Q. Does the Bank of England sometimes suggest the 
policy the Scotch banks should follow, say, in not accepting 
finance bills? 

A. Very rarely, if at all. 

Q. Is the question of the amount of reserves, either in 
specie or in bank, regarded as of importance by Scotch 
bankers? 

A. Yes; but not directly. 

Q. Do you regard your system of currency issue as 
sufficiently elastic for your needs? 

A. Yes; there never has been any difficulty. No Scotch 
bank has ever failed to pay its creditors, including the 
holders of notes, in full. 

Q. In your statement of liabilities you show ‘‘Cash in 
hand and at the Bank of England.” I assume it is not 
your custom to publish the amount of cash in hand sepa- 
rately from the amount of cash in the Bank of England? 

A. No. 

Q. You regard your balance in the Bank of England the 
same as cash? 

as YES: 


139 


National Monetary Commission 


Q. It is your practice to confine your investments in 
other than government securities to a small figure? 

A. Relatively, they are. 

Q. Do you ever buy any shares of railroad or industrial 
companies? 

A. No. 

Q. Do you ever own bank shares? 

A. No. 

Q. What does the form of obligation by the borrowers 
upon collateral take? 

A. A check on a loan account for the sum borrowed, 
a transfer of the stock or shares forming the collateral, and 
an agreement signed by the borrower expressing that the 
purpose for which the stock or shares have been trans- 
ferred is to secure payment of money borrowed and to be 
borrowed and giving the Bank power to sell the stock or 
shares. 

Q. Have you any idea of the percentage of actual cash 
or bank notes which is used in the transaction of business 
in the Kingdom? 


A. No. 
Abstract state of affairs of the Royal Bank of Scotland on October ro, 1908. 
LIABILITIES. 
To the public: 
Deposits with-accrued interest. s2eec. aoe eee eee ee H14,013,795 ir 8 
Notes in citculation. 42 4s. 5a ee ee ce oe ea ees I,003,428 o o 
Drafts ogtstandine st... ols ap oe spe a ee ee ee 321,261 14 8 


Acceptances and indorsement of foreign bills—on account 
of banking correspondents, £444,566 7s. 6d.; on account * 
of other customers: £80,939 os, 2daa- oe. escen cee 525,504 °° 7 %g 


Votal iiabiulities to: the publics... =o. s2ee eee 15,863,989 14 © 
To the proprietors: 
Capital, £2,000,000; rest, £1,005,473 8s. 2d.; proposed 
half-year’s dividend and bonus at Christmas, £110,000_~ Gy PES, 473 UO" 2 


otal liabilitiese os eee ee 5 Siw inl Sees Se 18,979,463 2 2 


= 
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ASSETS. 


Gold and silver coin, notes of other banks, and cash with 
Bank of England and other London bankers, 41,425,437 
3s. 7d.; money in London at call and short notice, and 
checks, etc., payable on demand, in hand, and in tran- 
situ, 42,976,262 16s. 2d.; British Government securi- 
ties (consols, 234 per cent annuities, local loans, stock, 
ete.), 41,514,088 14s. 4d.; Indian and colonial govern- 
ment securities, Bank of England stock, and British 
tailway debenture and corporation stocks, £826,770 
os. 8d.; foreign government stocks, Bank of Ireland 
stock, Indian railway stocks, and other marketable 
SECHINGES, Coto LOT MSE S Oe me See Seo oe Se eae eee 

Bills discounted, £3,836,402 3s. 7d.; advances on cash, 
credit, and current accounts, £5,324,590 14s. 9d.; loans 
on stocks and securities for short periods, 41,111,285 
17s. 1d.; banking correspondents and other customers for 
acceptances and indorsements, per contra, £525,504 7s. 
8d.; bank buildings (partly yielding rent), £289,501 12s. 
3d.; property yielding rent, £210,942 ros. 8d.; freehold 
property in London (partly occupied by bank and partly 
MALIdNIST ENC) TENT eS, COOm ai a oe cat ea coe mae 


Ona SSE TS een ae ree ee ee ee te ee 


7,556,235 16 


2 


11,423,227 6 o 


PROFIT AND LOSS ACCOUNT. 


Expenditure on bank buildings written off._______--_--- 
Dividend for halt-year, paid at midsummer______-__----- 
Dividend and bonus to be paid at Christmas. _________--- 
Balance, being free rest, or undivided profits carried for- 


RAStON OCtODer h2 1907 es aoe cee ce ee ewe coe ee Seles 
Gross profits, after deducting rebate on bills current and 
income-tax, and providing for all bad and doubtful debts, 
£416,607 11s. 2d.; less charges of management at head 
office and 153 branch establishments, £776,355 7s. 1od.— 
CR COUOntS cer ers hee oe ee ae ae eee eae 


I4I 


18,979,463 2 2 
Dr. 
£5:000 oO 9° 
90,000 0 oO 
II0,000 0 Oo 
1,005,473 8 2 
i, 226,273 8 2 
Cr. 
970,221 4 10 
240,252 3 4 
T,200,473 2 2 


BANK OF SCOTLAND. 
‘Interview with Sir George Anderson, General Manager. 


Q. When was the Bank of Scotland founded? 

A. In 1695. 

Q. When does your present charter expire? 

A. By act of Parliament the ‘governor and company of 
the Bank of Scotland” have ‘‘ perpetual succession.” 

Q. What is the par value and present selling price of 
your shares? 

A. The present market price of the stock is £442 for 
every £100 stock paid up. | 

Q. How many stockholders have you? 

A. Three thousand seven hundred and thirty-three. 

Q. Is the stock fully paid? 

A. No; the subscribed capital, in the form of stock, is 
£1,987,500, and the paid-up capital, £1,325,000. 

Q. Have your shareholders any liabilities in addition to 
the ownership of shares? 

A. None beyond the amount of capital subscribed by 
each. 

Q. Is there any limit to the number of shares which may 
be held by any one person, and is your approval required. 
before a transfer of your stock can be made? 

A. There is no limit to the holding of stock. The 
bank’s approval is required before transfers of stock can 
be made. 


Q. How often do your shareholders meet? 
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A. Twice a year. The annual general meeting is held 
in April (when the annual report and balance sheet are 
submitted) and the half-yearly general meeting is 
held in October. 

Q. Does every share have a vote at shareholders’ meet- 
ing? 

A. The proprietors have one vote for every £250 stock 
paid up, but not more than 20 votes. The holders of 
less stock than £250 paid up have no vote. 

Q. What control have the shareholders over the manage- 
ment and conduct of the business? 

A. The management and control of the business are 
vested in a governor, deputy governor, 12 ordinary and 12 
extraordinary directors, who are all elected by the pro- 
prietors, that is, stockholders. The extraordinary direc- 
tors, however, take no active part in the management. 

Q. Has the Government any voice in the management 
of the Bank or any interest in it through the ownership 
of shares? 

A. No. 

Q. Describe the organization and management of the 
Bank, stating the number of officers and directors, with 
their respective functions, and for what periods and by 
whom are they elected? 

A. The business is managed by a governor, deputy 
governor, and 24 directors, 12 of whom, at least, must be 
ordinary directors. The governor, deputy governor, and 
extraordinary directors are elected for one year only, at 
the annual general meeting of proprietors, but are eligible 
for re-election. The ordinary directors are elected at the 
same annual general meeting, and the three at the head 
of the list retire annually at that meeting, but are eligi- 
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ble for re-election. The officials at the head office at 
present are as follows: (1) Treasurer (general manager), 
(2) secretary, (3) superintendent of branches, (4) cashier, 
(5) accountant, (6) signing officer. The branches of the 
Bank, numbering 163 in Scotland, are manned by an 
agent (or manager), teller (or cashier), and clerks, accord- 
ing to the volume of business conducted, and are all under 
the control of the head office. 

Q. Is it customary to re-elect directors at the expiration 
of their terms? 

A. Yes. 

Q. Is there any custom restricting the class from which 
the directors may be selected? 

A. Regard is had to their general standing and business 
qualifications, and to their influence in furthering the 
Bank’s interests. 

Q. How frequently do the directors meet? 

A. The court of directors (that is, the governor, deputy 
governor, and ordinary directors) meet once a week—on 
Tuesdays—and on Thursdays and Fridays committee 
meetings are held, the committee consisting of four ordi- 
nary directors. 

Q. How many branches have you? 

A. One hundred and sixty-three branches and 12 sub- 
branches in Scotland; also an office in London. 

Q. How are your branches managed? 

A. By agents (managers at London and Glasgow). 

Q. Who names the managers of brariches? 

A. They are appointed by the directors. 

Q. Have the managers of the branches full control of the 
business in granting discounts, etc.; if not, what discretion 
is usually given them? 
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A. In the case of a customer having large discounts, a 
limit or “discount line’’ is usually applied for and fixed 
by the head office, but in regard to other discounts the 
agents usually exercise their own discretion, any applica- 
tions of a special nature, however, being submitted by 
them to the head office for approval. 

Q. Have you any system of distribution of profits 
among the managers of branches? 

A. No. 

_ Q. Are all your branches of the same class, or have you 
main and subsidiary branches? 

A. We have one hundred and sixty-three independent 
branches and 12 sub-branches in Scotland. 

Q. Is the business conducted at your branches of the 
same class as at your office in London? 

_ A. Only in a few particulars, such as current accounts, 
deposit receipts, the issuing of drafts, etc. 

Q. Do your branches have business relations with mer- 
chants, farmers, and all classes of people in their respective — 
localities? 

As ives: 

Q. How frequently are you required by law to publish 
statements of condition? 

A. No statements are required to be published by law. 

Q. How frequently is it your custom to publish them? 

A. Annually. 

Q. Is either your issue or your banking department at 
any time examined by the Government, or in any way 
under its supervision? 

A. There is no examination or supervision by the Gov- 
ernment, but a weekly return of notes issued and coin 


held is required to be made to them. 
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Q. What local gr general taxes are paid by the Bank? 

A. The usual imperial and local taxes, and a bankers’ 
license (costing £30 per annum) must be taken out for 
every branch issuing notes of the Bank. 

QO. Is the Bank a member of the London clearing house? 

A. No. 

Q. What is the law governing your note issues, and 
how are note issues limited and how secured? 

A. The Bank is authorized to issue, without holding 
coin against them, notes to the value of £396,852, but for 
any excess beyond that amount we must hold, at the 
head office, an equivalent value in gold coin, one-fourth 
of which may, however, be in silver coin. 

Q. To what extent are your notes legal tender in Great 
Britain? 

A. They are not legal tender in Great Britain. 

Q. What other banks have the right of issue in Scot- 
land? 

A. Royal Bank of Scotland, British Linen Bank, 
Commercial Bank of Scotland (Limited), National Bank 
of Scotland (Limited), Union Bank of Scotland (Limited), 
Clydesdale Bank (Limited), and North of Scotland and 
Town and County Bank (Limited). 

Q. What is the total amount of their outstanding 
issues? 

A. The average amount of notes of the eight Scottish 
banks in circulation during the four weeks ending Sep- 
tember 18, 1909, was £6,915,065. 

Q. Do you pay the Government in the form of taxes, 
or otherwise, either directly or indirectly, for your priv- 
ilege of note issue? 
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A. A bankers’ license (costing £30 per annum) is 
required for every branch issuing the bank’s notes. 
Stamp duty (compounded for) is also payable, and 
amounts to practically 1d. per pound per annum on the 
average circulation. 

Q. Do other issuing banks pay at the same rate for the 
privilege of note issue? 

wr Ves: 

Q. Have you acquired the right of issue from any 
other bank, and upon what terms? 

A. Yes; on taking over the business of the Central 
Bank of Scotland in 1868 and the Caledonian Banking 
Company (Limited) in 1907. 

Q. To what do you attribute the weekly and seasonal 
fluctuations in the amount of outstanding notes, and 
are these fluctuations constant from year to year? 

A. The circulation is highest at the beginning of each 
month, and this is chiefly due to the payment of salaries 
and the settlement of accounts. The payment of rates 
and taxes about the end of the year also inflates the cir- 
culation. There are exceptionally large fluctuations at 
the terms of Whitsunday (May 15) and Martinmas (No- 
vember 11), when rents, interest, etc., are usually payable. 
All these variations recur regularly. 

Q. Are you willing to inform us as to the expense of 
note issue and the profits derived therefrom? 

A. We prefer not to supply the information desired, 
but we may say, generally, that the expense connected 
with our. own note issue is very considerable, and in view 
of the large amount of notes issued in excess of our au- 
thorized circulation (against which gold for a similar 
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amount requires,to be held) the profit derived from the 
total issue is small. 

Q. Under what conditions or terms has your capital 
been increased from time to time? 

A. The authorized capital of the Bank, originally 
£100,000, has been increased under various acts of 
Parliament, and now stands at £4,500,000. The sub- 
scribed capital, which is at present £1,987,500 (of which 
£1,325,000 is paid up) has been increased from time to 
time to meet the public requirements and to strengthen 
the Bank’s position as the business expanded. The 
latest creation of stock—in 1907—was in connection 
with the acquisition of the business of the Caledonian 
Banking Company (Limited), stock of the Bank of Scot- 
land having been allotted to shareholders of that bank. 

Q. Have the obligations of the Bank to the public 
or to the Government been changed from time to time? 

A. The obligations of the Bank to the public have, 
of course, increased as the business expanded, but their 
nature has remained unchanged. 

Q. Are you required by law to invest your capital, 
or any part of it, in any particular securities? 

Ace O. 

Q. Does the law require that before full distribution 
of profits you shall accumulate and maintain a certain 
amount of rest (surplus), and are you required to invest 
this in any particular way? 

A. We are not required by law to do so, but the “‘rest”’ 
is added to from time to time. The amount of the fund 
is not invested in any particular way. 

Q. Do you allow interest upon deposits? 
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A. Yes, on “deposit receipts;’’ but no interest is allowed 
unless money has been lodged not less than one month. 
No interest is allowed on operative accounts. 

Q. Are deposits subject to considerable fluctuations, and 
are these fluctuations regularly recurrent? 

A. There are considerable fluctuations at the terms of 
Whitsunday (May 15) and Martinmas (November 11), 
but with few other exceptions the deposits show compar- 
atively little variation in the course of a year. 

Q. Are all deposits payable on demand? 

A. Yes; in Scotland. 

Q. Is it your custom to carry in your banking depart- 
ment a fixed amount in government securities? 

A. Yes; proportionate to the amount of the Bank’s total 
liabilities. 

Q. Can you state approximately the average length of 
time and the average size of bills discounted by you? 

A. The average length is three months; the average 
size £100 to £200. 

Q. Is the character of your discounts or loans regulated 
or restricted by law or fixed by the statutes of the Bank? 

A. No. 

Q. Will you state (a) the class of bills usually dis- 
counted by you, giving the number of names required; 
(b) the minimum size; and (c) the maximum length of 
time to run? 

A. Mercantile bills, also a few accommodation bills, 
usually.two names; minimum, say, £10. The maximum 
length-of time to run is six months. 

Q. What classes of collateral are accepted by you for 


loans? 
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A. Personal security, marketable securities, life policies, 
mortgages over ships, shipping documents, etc. 

Q. Will you state approximately the average length of 
time and the average size of loans on collateral? 

A. We do not know. 

Q. Do you discount any but prime bills? 

A. Yes; accommodation bills occasionally. 

Q. Do you discount to any considerable amount for 
individuals and merchants? 

Ase es: 

Q. Is it your custom to employ surplus funds in pur- 
chase of bills from discount houses? 

A. To a certain extent in London. 

Q. Do you rediscount bills for other banks? 

A. No. 

Q. Is it your custom to discount any bills payable in 
foreign countries? 

A. Yes; certain bills. 

Q. To what extent does bank rate govern your discount 
and loan transactions? 

A. The rates of interest and discount charged by the 
Scottish banks (who act in concert) are for the most part 
regulated by the Bank of England discount rate. 

Q. Do you at times discount bills for parties having no 
account with you? a 

A. Yes; occasionally. 

Q. Are a considerable number of your loans on call? 

1 RECS 

Q. Explain the phrase 


‘ ” 


‘cash credits,” and upon what 
condition are they given? 

A. A “cash credit”? is a credit allowed, in virtue of 
which a customer may draw checks on the Bank until the 
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balance due to us reaches a certain fixed limit. The 
account is an ordinary operative one, and interest is 
charged on the balances actually due to the Bank from 
day to day. The security provided is usually personal, 
two or more sureties signing the cash credit bond along 
with the principal, each surety being liable for the amount 
advanced up to the limit of the credit. 

Q. Is the Bank, through its branches, employed by 
other banks to any considerable extent for the transfer of 
funds from one city to another? 

A. The Bank of Scotland has power to draw drafts on 
other banks in Scotland payable in places where the for- 
mer has no branch, and the other Scottish banks have 
similar facilities. We have also the privilege of drawing 
on certain banking correspondents in England, Ireland, 
and elsewhere, and they in turn have the power to draw 
drafts on us. 

Q. Is it the practice of the Bank in times of stress to 
discount bills of a satisfactory character for its customers 
freely? | 

A. There has been no occasion for this. 

Q. Is it the policy of the Bank to discriminate against 
finance bills in times of financial crises? 

A. Yes; if occasion arose. 

Q. Do yous favor the issue of £1 notes? Why? 

A. Yes; they take the place of gold as till money, and 
are thus a source of some profit to the banks, as well as a 
saving to the country from the loss arising from tear and 
wear of coin. They also return to the issuing banks, which 
gold issued by them might not always do. 

Q. What, if any, artificial means are taken by you to 
secure changes in the volume of currency (notes and coin) 


to make it responsive to business demands? 
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A. None. . 

Q. What effect has a marked increase in the commercial 
and industrial activities of Great Britain on the volume of 
note issues? 

A. The circulation expands under such conditions. 

Q. It is customary in England, we find, to distinguish 
between current accounts and deposit accounts. Will you 
describe the distinction you make? 

A. There is no distinction in Scotland, the term used 


‘ 


for an ordinary operative account being ‘‘current deposit 


” 


account.’’ In London, “‘current accounts’”’ are operative 
and bear no interest; ‘‘deposit accounts’’ are inoperative. 
The deposits, which usually bear interest, may be payable 
in whole or in part on demand, or on a certain number of 
days’ notice, or they may be made for fixed periods at fixed 
rates of interest. 

Q. What is the customary charge for acceptance of a 
ninety-day bill? 

A. Two shillings 6 pence per cent, if secured by a special 
deposit of the amount; 5s. per cent if on other security. 

Q. Your acceptance constitutes what is known in 
London as a prime bill? 

Ae ves: 

Q. Is there discrimination in easy times between a 
merchandise or trade bill and a finance bill? 

A. Yes; the former is preferred and gets the benefit of 
a lower discount rate. 

Q. It is your practice to employ your surplus funds in 
the purchase of prime bills through bill brokers? 

A. To a certain extent, in London. 

Q. Is it the general practice in Scotland to make 
advances to very responsible people on a single name? 
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A. Yes; to undoubted parties, and for a moderate 
amount. 

Q. Is it customary for you to receive as collateral for 
loans any securities which are listed on the exchange? 

Aer Ves: 

Q. Do you pay interest on both current accounts and 
deposit accounts? 

A. No interest is paid by the Scottish banks on current 
accounts in Scotland or London. Deposit accounts in 
London usually bear interest. 

Q. How does the Bank rate affect the rate allowed by 
you on deposit? 

A. The interest allowed on deposit receipts is regulated 
by the Bank of England minimum discount rate, and is 
usually 114 per cent under that rate. 

Q. Were most of your branches organized by you or 
were most of them other institutions purchased by you? 

A. Most of them were organized by ourselves. 

Q. Have you in mind how many branches you had ten 
years ago? : 

A. One hundred and twenty. 

Q. The tendency is for the consolidation of banking in 
Great Britain, is it not? 

An Ness 

Q. Would you say the Bank of England is in any way 
a competitor of the other banks in Great Britain? 

A. Yes, generally speaking; as the Bank of England 
conducts the same classes of business as other banks, in 
addition to performing special government and other 
functions. 

Q. What relations do the Scotch banks bear to the Bank 
of England? Do they deal with it directly? 
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A. In common with most of the other banks in London, 
all the Scottish banks represented there keep accounts at 
the Bank of England, on which operations are made as 
required, a minimum balance being usually left in the 
hands of the Bank of England to recoup them for trouble 
in keeping the account. An arrangement exists between 
the Bank of England and the Bank of Scotland for drawing 
drafts on each other and collecting documents, and the 
former act as clearing agents in London for the Bank of 
Scotland. 

Q. What would you say are the most important func- 
tions of the Bank of England? 

A. The Bank of England is the banker of the Govern- 
ment; is the largest issuers of notes, issuing its notes 
when required in exchange for gold bullion and paying 
notes in gold coin; and being the bankers’ bank, the 
weekly returns as to its position form the best possible 
barometer of the state of trade and credit in the country. 
The rate of discount announced by the Bank of England 
from time to time serves as a guide to the other banks 
throughout the country in fixing their rates for loans and 
deposits. 

Q. Does the Bank of England sometimes suggest the 
policy the Scotch banks should follow, say, in not accept- 
ing finance bills? 

A. No. 

Q. Is the question of the amount of reserves, either in 
specie or in bank, regarded as of importance by Scotch 
bankers? 

Teh SS 

Q. Do you regard your system of currency issue as 
sufficiently elastic for your needs? 
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Ages: 

Q. In your statement of liabilities you show ‘‘cash in 
hand and at the Bank of England.” I assume it is not 
your custom to publish the amount of cash in hand sepa- 
rately from the amount of cash in the Bank of England? 

A. No. 

Q. You regard your balance in the Bank of England the 
same as cash? 

ike YRS. 

Q. Is it your practice to confine your investments in 
other than government securities to a small figure? 

A. A considerable amount is usually invested in other 
stocks of a safe class. 

Q. Do you ever buy any shares of railroad or industrial 
companies? 

A. Yes; of the highest class. 

Q. Do you ever own bank shares? 

A. No. 

Q. What does the form of obligation by the borrowers . 
upon collateral take? 

A. The form of assignation, letter of pledge, and explan- 
atory letter, etc., according to the nature of the security, 
all giving power to the Bank to realize such at any time 
and providing for retrocession on payment of loan. 

QO. Have you any idea of the percentage of actual cash 
or bank notes which is used in the transaction of business 
in the Kingdom? 

A. We have no information on this point. 


155 


National Monetary Commission 


Abstract balance-sheet of the Bank of Scotland as on February 27, 1909. 


LIABILITIES. 
I. To the public: 


Note circulation, £1,118,838; drafts issued payable within 
fourteen days, £415,640 14s.; deposits and credit bal- 
ances, 417,637,830 tos. 2d.; acceptances—to banking 
customers, £1,388,188 2s. 1d.; to other customers, £262,- 
BAO TRS: 3 Octane Bern Ron ee ae ae ee een see ea een 

Il. To the proprietors: 

Paid-up capital, £1,325,000; reserve fund, £1,150,000; 
half-yearly dividend, payable April 15, 1909, £112,625; 
balance of profits carried forward, £12,261 14s. 5d_---.--- 


Total itaplities...- 2. ceases ase oe once eae 


ASSETS. 


Goid and silver coin, notes of other banks, cash balance 
with the Bank of England, and checks in course of trans- 
mission, £1,547,782 3s. 9d.; British Government securi- 
ties, and money in London at call or payable within 
twenty days, £5,206,254 5s. 7d.; Indian and Colonial 
Government securities, and other stocks and invest- 
MECHtS 45 LOT O82 sOS, Slew awe sete ee ee tea ees 

Bills discounted, cash accounts, and other advances, £11,- 
163,664 os. 9d.; bank premises at Edinburgh and 
branches, £301,361 13s. 11d.; freehold property, Bishops- 
gate street, London, £196,430 12s. 9d.; heritable prop- 
erty yiclding rent, £195,650 5s. sd.; liabilities of banking 
and other customers for acceptances by the bank as per 
contra, 41,650,737 17 s. 4d 


Total assets 


£ Ss. id. 
20,823,047 1 6 


2,599,886 14 § 


23,422,933 I§ IL 


9,915,089 5 9 


13,507,844 TO 2 


23,422,933 15 II 


PROFIT AND LOSS ACCOUNT. 


Applied in reduction of bank premises account_____.....---- 
Half-yearly dividend—October, 1908, £112,625; April, 1909, 
PTL 02 Sot eatin oe a we eae ee ee Sema aoe mnlnee 
Balance on February 27, 1909, consisting of (1) reserve fund 
from last year, £1,100,000; (2) addition now made, £50,000; 
(3) undivided profits carried forward, £12,261 14s. 5d 


t,162.261 14 5 


T3902 pStLoraes 


Balance at February 29, 1908, consisting of (1) reserve fund, 
41,100,000; (2) undivided profits brought forward, 
LOCATE TOS. TOA a. Oye oo sa ee ae eee he oo eee 

Gross profits for the year, after providing for bad and doubtful 
debts, accrued interest, and rebate on bills discounted not 
yet due, £480,886 4s. 1d.; less expenses of management at 
the head office, London office, and 163 branches in Scotland, 
including salaries, income-tax and all other charges, 
£198,850 9s. 6d.; net profits for the year 


Cr. 
I, II0,475 19 I0 


282,035 14 7 


—_———— 
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UNION BANK OF SCOTLAND (LIMITED). 
Interview with Robert Blyth, General Manager. 


Q. When was the Union Bank of Scotland (Limited) 
founded? 

A. In 1830. ; 

Q. When does your present charter expire? 

A. The Bank has no charter expiring at any specified 
time. It is incorporated under the companies acts. 

Q. What is the par value and present selling price of 
your shares? 

A. The par value is £10; and the present selling price 
is £34 5s. 

Q. How many stockholders have you? 

A. About 3,000. 

Q. Is the stock fully paid? 

A. No; the shares are of £50 each, £10 paid. 

Q. Have your shareholders any liabilities in addition | 
to the ownership of shares? 

A. Their liability for the bank notes issued is unlimited. 

Q. Is there any limit to the number of shares which 
may be held by any one person, and is your approval 
required before a transfer of your stock can be made? 

A. There is no limit to the number of shares which may 
be held by any shareholder, but no shareholder is entitled 
to hold less than 1o shares. All shares require to be 
offered to the directors in the first instance before 
transfers are passed. 

Q. How often do your shareholders meet? 

A. Once every year, unless convened specially. 

Q. Does every share have a vote at shareholders’ 
meetings? 
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A. One vote may be cast for every 10 shares; two 
votes for every 50 shares; three votes for every 100 
shares; and one vote for every 100 shares and over. 

Q. What control have the shareholders over the man- 
agement and conduct of the business? 

A. They have no actual control, unless through the 
directors, who are appointed by the shareholders. 

Q. Has the Government any voice in the management 
of the bank or any interest in it through the ownership of 
shares? 

A. No. 

Q. Describe the organization and management of the 
Bank, stating the number of officers and directors, with 
their respective functions, and for what periods and by 
whom are they elected? 

A. The Bank is administered by a board consisting of 
11 directors, 2 of whom retire annually. There is also a 
general manager, a cashier, a secretary, an accountant, 
and a superintendent of branches, who are appointed by 
the directors. There are also 8 extraordinary directors, 
chosen by the management from among the more influ- 
ential shareholders. A chairman and deputy chairman 
are elected yearly by the shareholders at the annual gen- 
eral meeting. 

Q. Is it customary to re-elect directors at the expiration 
of their terms? 

A. It is. 

Q. Is there any custom restricting the class from which 
the directors may be selected? 

A. No person who is engaged directly or indirectly in 
the business of stock broking is eligible. 

Q. How frequently do the directors meet? 

A. They meet twice weekly by committees, and once 
each month as a full board. 
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. How many branches have you? 

. One hundred and fifty-eight. 

. How are your branches managed? 

. An agent is in charge of each branch. 

. Who names the managers of branches? 


FPO P)W FO 


. All appointments are made by the directors. 

Q. Have the managers of the branches full control of 
the business in granting discounts, etc.; if not, what 
discretion is usually given them? 

A. Unless for moderate amounts applications for 
advances are expected to be submitted for approval at 
the head office. 

Q. Have you any system of distribution of profits 
among the managers of branches? 

A. No. 

Q. Are all your branches of the same class, or have 
you main and subsidiary branches? 

A. There are only a few sub-branches, the branches 
being as a rule independent of one another. 

Q. Is the business conducted at your branches of the 
same class as at your office in London? 

A. The business conducted in the provinces is alto- 
gether different both in volume and character from that 
conducted at the Bank’s London office. 

Q. Do your branches have business relations with 
merchants, farmers, and all classes of people in their 
respective localities? 

A. We have business relations with all classes of people. 

Q. How frequently are you required by law to publish 
statements of condition? 

A. A statement of accounts is required to be published 
half-yearly. 

Q. How frequently is it your custom to publish them? 
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A. Half-yearly, and also annually at the close of each 
financial year. 

Q. Is either your issue or your banking department at 
any time examined by the Government, or in any way 
under its supervision? 

A. The Crown has the right to examine the gold coin 
held to cover notes issued beyond the authorized circu- 
lation, but this right is never exercised. The Bank, how- 
ever, is required to furnish the Government weekly with 
returns of the notes in circulation and the quantity of 
coin held. 

Q. What local or general taxes are paid by the Bank? 

A. All local and general taxes, and in addition the 
license duty of £30 for each place subject to the pro- 
visions of 7 and 8 (Vict. C., 32). 

Q. Is the Bank a member of the London clearing 
house? 

A. No; the clearing is made through the Bank of 
England. 

Q. What is the law governing your note issues, and 
how are note issues limited and how secured? 

A. The Bank is empowered by law to issue £454,346 
without any security. It may also issue notes in excess 
of that amount on holding gold or silver coin at its regis- 
tered office in Edinburgh for an amount equal to such 
excess. The silver coin must not exceed one-fourth 
part of the gold coin. There is otherwise no restriction 
as to the amount of notes which may be issued. The 
circulation of notes is regulated by the act of 1845. 

Q. To what extent are your notes legal tender in Great 
Britain? 

A. Bank notes issued by the Scotch banks are not legal 
tender in Great Britain. 
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Q. What other banks have the right of issue in Scotland? 

A. Bank of Scotland, Royal Bank, British Linen Bank, 
Commercial Bank, National Bank, Clydesdale Bank, North 
of Scotland and Town and County Bank. 

Q. Are the notes of your issuing banks secured; and if 
so, how? 

A. No special security is held except for the circulation 
in excess of the authorized issue in each case, but the 
liability of the shareholders is specially reserved for the 
whole of the notes in circulation. 

Q. What is the total amount of their outstanding issues? 

A. The total authorized circulation is £2,676,350; the 
actual circulation was £7,226,000, as at the close of 1908. 

Q. Do you pay the Government in the form of taxes, or 
otherwise, either directly or indirectly, for your privilege 
of note issue? 

A. A composition of 8s. 4d. per cent per annum is pay- 
able to the Government in lieu of stamp duties, and there 
is also the license duty of £30 per place, as already men- 
tioned. 

Q. Do other issuing banks pay at the same rate for the 
privilege of note issue? 

A. All the Scottish banks pay at the same rate, but in 
England and Ireland the composition duty is 7s. per cent 
per annum only. In Ireland license duty is payable for 
four branches only. 

Q. Have you acquired the right of issue from any other 
bank, and upon what terms? 

A. The authorized circulation in 1845 of the Union 
Bank of Scotland was £327,223; add Perth Banking Com- 
pany acquired, £38,656; and add Aberdeen Banking Com- 
pany acquired, £88,467. These issues were acquired upon 
the banks in question being absorbed by the Union Bank. 
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Q. To what do you attribute the weekly and seasonal 
fluctuations in the amount of outstanding notes, and are 
these fluctuations constant from year to year? 

A. Fluctuations in note issues are due in great measure 
to trade conditions, except at the half-yearly terms in May 
and November, when investments are made, rents are col- 
lected, and general settlements take place. Apart from 
the half-yearly terms the fluctuations in note issues are by 
no means constant from year to year. 

Q. Are you willing to inform us as to the expense of note 
issue and the profits derived therefrom? 

A. On the basis of figures submitted to a parliamentary 
inquiry in 1875 the cost of maintaining the note issue in 
Scotland was £1 5s. per cent per annum. ‘There is no 
direct profit now on the circulation, the actual result being 
aloss. The right to issue notes is, however, of consider- 
able indirect value, as will be explained later. The profit 
on an authorized circulation of, say, £2,676,350 at 3 per 
cent is £80,289. Against this there falls to be placed 
expenses of maintaining the total amount of notes in 
circulation, say, £7,226,000, at 114 per cent which would 
be £90,325. 

Q. Under what conditions or terms has your capital 
been increased from time to time? 

A. The capital stock of the Bank was formerly 
£1,000,000 sterling in 10,000 shares of £100 each, having 
£50 per share paid up. In 1862 the shares were converted 
into stock, the amount of the capital remaining unaltered. 
In 1882 the stock was converted into 100,000 shares of £10 
each fully paid. In 1882 (one month later) the capital 
was increased to £5,000,000 by the nominal amount of 
each share of £10 being increased to £50, the increased 
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capital not being callable except in the event of the Bank 
being wound up. 

Q. Have the obligations of the Bank to the public or 
to the Government been changed from time to time? 

A. The liability of the shareholders was formerly 
unlimited, but when the Bank became registered under 
the companies act, 1879, the liability of the shareholders— 
unless in respect of notes—was limited to the amount of 
the uncalled capital. 

Q. Are you required by law to invest your capital, or 
any part of it, in any particular securities? Ifso, in what 
class and to what amount? 

A. The only regulations regarding investments are 
those contained in the Bank’s contract of copartnery. 

Q. Does the law require that before full distribution of 
profits you shall accumulate and maintain a certain 
amount of rest (surplus), and are you required to invest 
this in any particular way? 

A. There are no legal provisions of this kind affecting 
banks in Gréat Britain. 

Q. Do you allow interest upon deposits? 

oe 5. 

Q. Are they subject to considerable fluctuations, and 
are these fluctuations regularly recurrent? 

A. Deposits are subject to considerable fluctuations, 
which are by no means regularly recurrent, unless possibly 
at the half-yearly terms, as already mentioned. 

Q. Are all deposits payable on demand? 

fo Ves: 

Q. Is it your custom to carry in your banking de- 
partment a fixed amount in government securities? 

A. A certain portion of the Bank’s investments consists 
of government securities, but no fixed amount is main- 
tained. 
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Q. Can you state approximately the average length 
of time and the average size of bills discounted by you? 

A. The bulk of the bills discounted do not exceed 
three months’ currency. It would not be practicable 
to indicate the average size of bills discounted. 

Q. Is the character of your discounts or loans regulated 
or restricted by law or fixed by the statutes of the Bank? 

A. No. 

Q. Will you state (a) the class of bills usually dis- 
counted by you, giving the number of names required; 
(b) the minimum size; and (c) the maximum length of 
time to run? 

A. The bulk of the bills discounted represent ordinary 
mercantile transactions. In practically every case there 
are at least two obligants. 

Q. What classes of collateral are accepted by you for 
loans? 

A. Usually readily marketable, quoted, stock-exchange 
securities and life-assurance policies. Security is at 
times taken in the shape of goods or produce, iron war- 
rants being in common use as a security in Glasgow. 

Q. Will you state, approximately, the average length 
of time and the average size of loans on collateral? 

A. Such loans vary widely in amount, and it would 
be of no real interest to indicate the average size of in- 
dividual loans. Loans to stockbrokers are from account 
to account, usually fourteen days, those to the public 
being for thirty days and upward, but as a rule seldom 
exceeding two to three months. 

Q. Do you discount any but prime bills? 

A. Any bills which appear to be suitable are dis- 
counted, including “prime” bills, which are known to 
us here as “‘remittance”’ bills or “bank paper.” 


« * 
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Q. Do you discount to any considerable amount for 
individuals and merchants? 

AL Ves: 

Q. Is it your custom to employ surplus funds in pur- 
chase of bills from discount houses? 

A. This is done occasionally, but only when rates 
are likely to fall and there is a scarcity of bills offered 
for discount privately. 

Q. Do you rediscount bills for other banks? 

A. Yes; but only to a very limited extent. 

Q. Is it your custom to discount any bills payable 
in foreign countries? 

A. Bills payable in foreign countries are discounted 
for the Bank’s customers in the same way as other bills. 

Q. To what extent does bank rate govern your dis- 
count and loan transactions? 

A. Such transactions are necessarily affected by the 
bank rate, both discounts and loans tending to diminish 
when rates reach an exceptionally high level. 

Q. Do you at times discount bills for parties having 
no account with you? 

A. Agents are enjoined not to discount bills for par- 
ties who are not customers otherwise. 

Q. Are a considerable number of your loans on call? 

A. Except at our London office, loans are for fixed 
periods. At that office there is usually a considerable 
portion of money lent “‘at call.” 


”) 


Q. Explain the phrase “cash credits,” and upon what 
conditions are they given. 

A. A cash credit is simply a current account on which 
the holder may draw to a fixed amount, interest being 


calculated and paid on the daily balance. In security 
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the applicant and his sureties, termed the “co-obligants,” 
sign a formal bond under which they jointly and severally 
guarantee to repay to the Bank when called upon the 
amount of the debt and accrued interest. 

Q. Is the Bank, through its branches, cnisiaeal by 
other banks to any considerable extent for the transfer 
of funds from one city to another? 

A. Yes; on towns where these banks are not themselves 
represented. 

Q. Is it the practice of the bank in times of stress to 
discount bills of a satisfactory character for its customers 
freely? 

Ataves. 

Q. Is it the policy of the Bank to discriminate against 
finance bills in times of financial crises? 

A. Ves. 

Q. Do you favor the issue of £1 notes? Why? 

A. Yes; for their use at our branches enables us to 
dispense with keeping large balances in actual coin. 

Q. What effect has a marked increase in the commer- 
cial and industrial activities of Great Britain on the 
volume of note issues? 

A. It would necessarily tend to increase the amount of 
notes in circulation. 

Q. It is customary in England we find to distinguish 
between current accounts and deposit accounts. Will 
you describe the distinction you make? 

A. In Scotland all moneys lodged which bear interest 
are placed not on deposit account but on deposit receipt, 
the receipt being delivered up when any sums are with- 
drawn. 

Q. What is the customary charge for acceptance of a 
ninety-day bill? - 
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A. Acceptances secured by special deposit of the amount 
are charged one-eighth of 1 per cent, irrespective of cur- 
rency; if on other security, one-fourth of 1 per cent is 
charged. 

Q. Your acceptance constitutes what is known in 
London as a “‘prime”’ bill? 

A. It does. A] 

Q. Is there discrimination in easy times between a 
merchandise or trade bill and a finance bill? 

A. In Scotland it is always customary to charge a 
slightly higher rate of discount for finance bills as com- 
pared with ordinary mercantile bills. 

Q. Is it your practice to employ your surplus funds in 
the purchase of prime bills through bill brokers? 

A. Yes; but only occasionally. 

Q. Is it the general practice in Scotland to make 
advances to very responsible people on a single name? 

A. Overdrafts are at times granted without special 
security where the Bank is satisfied as to the undoubted 
sufficiency of the borrower, but the practice can not be 
described as general. 

Q. Is it customary for you to receive as collateral for 
loans any securities which are listed on the exchange? 

A es: 

Q. Do you pay interest on both current accounts and 
deposit accounts? 

A. No interest is paid on current accounts by the 
Scotch banks. 

Q. How does the bank rate affect the rate allowed by 
you on deposit? 

A. The deposit rate fluctuates with the published bank 
rate and is usually 144 per cent under the minimum bank 
rate. 
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Q. Were most of your branches organized by you, or 
were most of them other institutions purchased by you? 

A. The branches of the two banks taken over by the 
Union Bank numbered 33. Otherwise all the Bank’s 
branches were opened and organized by the Union Bank. 

Q. Have you in mind how many branches you had ten 
years ago? 

A. One hundred and fory-three branches. 

Q. The tendency is for the consolidation of banking in 
Great Britain, is it not? 

A. Itis, but this tendency set in at a much earlier period 
in Scotland than it has done in England. 

Q. Do you believe that the customer of that bank gets 
as fair consideration from you—that is, that you are in a 
better position to judge fairly of his merits and his needs— 
as the private bank? 

A. Yes; asa matter of fact, private banking in Scot- 
land ceased to exist prior to 1845. 

Q. Would you say the Bank of England is in any way a 
competitor of the other banks in Great Britain? 

EN eS 

Q. What relations do the Scotch banks bear to the 
Bank of England? Do they deal with it directly? 

A. With the exception of the North of Scotland and 
Town and County Bank (Limited) it is believed that all the 
Scotch banks deal directly with the Bank of England, 
and keep accounts with that institution. 

Q. What would you say are the most important func- 
tions of the Bank of England? 

A. Acting as agents for other banks and holding the 
general gold reserves of the country. The issue depart- 
ment also performs the important function of conducting 
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and managing the note circulation of England. The 
Bank of England also acts as the banker for the Govern- 
ment and takes charge of any loans or funded debt, in- 
cluding the payment of interest thereon. 

Q. Does the Bank of England sometimes suggest the 
policy the Scotch banks should follow, say, in not accept- 
ing finance bills? 

A. We are not aware of the practice of the Bank of 
England in regard to acceptances, but no prudent banker 
would accept finance bills unless ample cover in the way 
of security had been deposited with him. 

Q. Is the question of the amount of reserves, either in 
specie or in bank, regarded as of importance by Scotch 
bankers? 

A. Yes; of great importance. 

Q. Do you regard your system of currency issue as 
sufficiently elastic for your needs? 

A Wess 

Q. In your statement of assets and liabilities you show . 
“Cash in hand and at the Bank of England.” I assume 
it is not your custom to publish the amount of cash in 
hand separately from the amount of cash in the Bank of 
England. 

A. We do not publish the amount of cash in hand 
separately from our balance at the Bank of England. 

Q. You regard your balance in the Bank of England 
the same as cash? 

Ae es: 

Q. It is your practice to confine your investments in 
other than government securities to a small figure? 

A. No; this practice is not now general, owing to the 
wide fluctuations within recent years, in the prices of 
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government securities, and the somewhat inadequate 
return yielded by them. 

Q. Do you ever buy any shares of railroad or industrial 
companies? 

A. No. 

Q. Do you ever own bank shares? 

A. No. 

Q. What does the form of obligation by the borrowers 
upon collateral take? 

A. The obligation is constituted by a simple cheque 
from the borrower. 

Q. Have you any idea of the percentage of actual cash 
or bank notes which is used in the transaction of business 
in the Kingdom? 

A. The only information as to this is to be gained from 
the cash kept by the various banks, as shown by their 
published balance sheet. A comparative vidimus of nine 
banks is subjoined. 

Table showing, in the case of nine representative joint-stock banks, the 


percentages of the various classes of assets, respectively, to the amount 
of liabilities to the publie. 


Cash Call | : Total | , ees 
Bank, pani hegherral mente. eanenes Shey ek 
balance. | money. assets,”’ ititied: 
iN te I age 14.9 13.4 20.4 48.7 60 109 
ae oe See 16.4 8.7 | 16.8 41.9 66 108 
ol: AE ete 18.3 | 6.5 | 22.0 46.8 59 106 
Dre ee 13.8 5.4 30.3 49-5 68 117 
he eee 14.6 | 5.6 26.6 46.8 66 113 
Re elie ee ee 17.0 | 23.0 16.0 56.0 60 116 
(chr See 12.4| 25.0 17.1 54.5 60 114 
Westen eee 14.4 | Boy ska 54.6 50 105 
| A ee See 16.5 TOs II.0 43.6 66 110 


The averages of these percentages, respectively, are as 15.3, 12.6, 21.3, 49.2 


? 
61.6, and rrr, 5 . 
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Abstract of the state of affairs of the Union Bank of Scotland (Limited) 


on April 2, 1909. 


LIABILITIES. 
Deposits and current accounts 
Current drafts on London 
Acceptances by the bank 
Notes in circulation 


‘Lotal Nabilities to the public. 202s... ee eee 
Capital, £5,000,000; reserve liability, £4,000,0o00o—paid up, 
41,000,000; rest account, £1,000,000; profit and loss 
account, £158,908 14s. 1d.; total liabilities to the share- 
Ipolder ge oe os Re ee a oo Rtn earns tee ee 


ASSETS. 


Bills under discount, less rebate, £2,305,521 15s. 6d.; ad- 
vances on cash credits and current accounts, £2,792,873 
19s. 1d.; loans on stocks and other securities, £2,143,022 


Liability of customers for bank’s acceptance, per contra_-_- 
Bank offices, Glasgow, Edinburgh, and branches________- 
Heritable- property yielding rent— 4... fe Se ace 
POGUOR TLOGCERY So oer. Be on St ee eee sees 
Consols and other British Government securities______-- 
Other secsirities:and ‘investments- —.-- 2252 ----5-5.-- 5-6 
Money atieall-and: short totice 225 eee ce ee eee 
Cash balance due by banking correspondents and cash 

VOUuChets sa hansitice. < eo Soee eos ae ee nee 
Gold and silver coin, notes of other banks, and balances 

Be Ban kiOM Pie landiee oe se oe ee ee aie ee ee 


PROFIT AND LOSS ACCOUNT. 


Rest account. 6 oo oon oe ela see ee eeesaes =e a2eee 
mane premises nccotint...5 22+ 2 See oes eect eases 
Big ANCE AS UDONE. 2. ants ovo haat s Sas oP ee een 


Gross profits, after providing for depreciation of securi- 
rities, rebate of interest, and for all bad and doubtful 


Deduct charges of management at head offices in Glasgow 
and Edinburgh, at London office, and 153 branches in 
Scotland sed Se ee eee eee is 


Net proptior vear= JJccSoe 5 f2Ne eae eee eee 


Balance brought forward from April 2, 1908_._--- 


412,477,369 14 4 
118,821. 0 § 
151,252 18 3 
876,405 o O 

13,623,848 13 0 
2,158,908 14 1 
ES; 702) (Siem 2 
7,241,418 4 9 
Ten 254) TS eng 
241,506 Ir Lo 
107,008 13 II 
76), O05 2 eae nx 
1,143,404 10 7 
2,439,740 I 10 
2,951,718 17 4 
325,959 2 10 
I, 104,695 13 10 
15,782,757 7 1 
Dr. 
475,000 0 0 
5,000 0 90 
158,908 14 1 
238,908 14 1 
Cr. 
359,882 12 4 
160,376 4 11 
199,506 7 § 
39,402 6 8 
238,908 14 
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COMMERCIAL BANK OF SCOTLAND (LIMITED). 


Interview with Alexander Bogie, General Manager. 


Q. When was the Commercial Bank of Scotland (Lim- 
ited) founded? 

A. In the year 1810. 

Q. When does your present charter expire? 

A. It is not limited in point of time. 

Q. What is the par value and present selling price of 
your shares? 

A. The par value is £100, of which £20 is paid up. 
The present market price is £91 per share. 

QO. How many stockholders have you? 

A. About 4,400. 

Q. Is the stock fully paid? 

A. No. There is £80 per share uncalled, which is 
capable of being called up as follows: Forty pounds 
sterling for business purposes; £40 in the event of liqui- 
dation. 

Q. Have your shareholders any liabilities in addition 
to the ownership of shares? 

A. They are liable, in addition to the capital uncalled 
upon the shares, for the note issue of the Bank. 

Q. Is there any limit to the number of shares which 
may be held by any one person, and is your approval 
required before a transfer of your stock can be made? 

A. There is no limit at present fixed as to the number 
of shares which may be held by any one person. All 
transfers of shares require to be submitted to the directors 
of the Bank, and authorized by them before the transfer 
can be made. 
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Q. How often do your shareholders meet? 

A. They meet quarterly, in accordance with the con- 
stitution, but three of the meetings are purely formal, 
and only the annual general meeting is really attended 
by the shareholders. 

Q. Does every share have a vote at shareholders’ meet- 
ings? 

A. No; voting is as follows: The holder of 5 shares has 
1 vote; of 10 shares has 2 votes; of 15 shares has 3 votes; 
of 20 shares has 4 votes; of 25 shares has 5 votes; of 35 
shares has 6 votes; of 45 shares has 7 votes; of 55 shares 
has 8 votes; of 65 shares has 9 votes; of 80 shares has 1o 
votes; of 95 shares has 11 votes; of 110 shares has 12 
votes; of 130 shares has 13 votes; of 150 shares has 14 
votes; of 175 shares has 15 votes; of 200 shares has 16 
votes. The maximum number of votes for any one share- 
holder is 16. 

Q. What control have the shareholders over the man- 
agement and conduct of the business? 

A. The directors are appointed by the shareholders in 
general meeting, but that power and the powers belonging 
to them under the companies acts constitute their (the 
shareholders) control over the management. In the 
actual conduct of the business they can take no part. 

Q. Has the Government any voice in the management 
of the bank or any interest in it through the ownership 
of shares? 

A. None. 

Q. Describe the organization and management of the 
bank, stating the number of officers and directors with 
their respective functions, and for what periods and by 
whom are they elected? 
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A. The nine directors decide all special questions of 
policy and the granting of advances (other than tempo- 
rary), while the officials exercise general administrative 
powers under the directors. The officials are general 
manager, secretary, cashier, accountant, and superin- 
tendent of branches. There are besides the manager and 
assistant manager, an accountant, in London, while the 
other branches are managed by what in Scotland are called 
“agents.” The directors are appointed by the sharehold- 
ers. There are extraordinary directors, variable in num- 
ber, at present 12. ‘They are practically honorary, without 
fee, and only liable to be consulted on very special occa- 
sions. There are also a governor and deputy governor, 
who attend the annual meetings of shareholders. The 
governor presides. 

Q. Isit customary to re-elect directors at the expiration 
of their terms? 

A. The senior director (being the director at the top of 
the list for the year) retires at the end of the year and is 
not eligible for re-election for one year. 

Q. Is there any custom restricting the class from which 
the directors may be selected? 

A. They must not be directors of any other bank. 

Q. How frequently do the directors meet? 

A. The whole board meets weekly. A committee of 
the directors (the individual members changing weekly) 
meets four daysa week. This is in addition to the weekly 
board meeting. 

Q. How many branches have you? 

A. One hundred and sixty-five branches and twenty- 
six sub-branches. 


Q. How are your branches managed? 
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A. By the agent of the branch, assisted by an account- 
ant and clerical staff in accordance with the size of each 
branch. In the larger branches one or more tellers deal 
solely with the cash transactions over the counter. 

Q. Who names the managers of branches? 

A. Agents (managers) are appointed formally by the 
directors, but the actual selection of the officers is made by 
the general manager, who has the qualifications of candi- 
dates kept before him by the reports of the superintendent 
of branches and the staff of inspectors. 

Q. Have the managers of the branches full control of 
the business in granting discounts, etc.; if not, what dis- 
cretion is usually given them? 

A. Agents have power to grant advances, but subject 
to the approval of head office. In advances of con- 
siderable amount, an agent’s duty is to get authority 
from the head office before granting it. The discretion 
allowed is dependent on the size of the branch and the 
nature of the business and the class of customer, and 
on the record of the agent. By our system of reports on 
advances (weekly, monthly, and quarterly) we keep in 
close touch with the advances and means of borrowers. 
The London branch is, of course, on different lines, and 
our manager there has greater powers than an agent at 
a branch in Scotland. 

Q. Have you any system of distribution of profits 
among the managers of branches? 

A. No. 

Q. Are all your branches of the same class, or have you 
main and subsidiary branches? 

A. All our branches are of the same class, with the ex- 
ception of the 26 sub-branches. 
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Q. Is the business conducted at your branches of the 
same class as at your main office in Edinburgh? 

A. Yes; very much the same. The head office has ad- 
ministrative work and supervision of branches, invest- 
ment, etc., which does not, of course, arise elsewhere. 

Q. Do your branches have business relations with mer- 
chants, farmers, and all classes of people in their respec- 
tive localities? 

ae eS. 

Q. How frequently are you required by law to publish 
statements of condition? 

A. Twicea year. This is in addition to the publication 
and issue of the annual report and balance sheet. 

Q. How frequently is it your custom to publish them? 

A. Twice a year. In addition, the annual report and 
balance sheet is filed with the registrar of joint stock 
companies, in accordance with the companies acts. 

Q. Is either your issue or your banking department at 
any time examined by the Government, or in any way 
under its supervision? 

A. The answer to the first part of this query is ‘‘No.” 
The commissioners of stamps and taxes have the power to 
inspect bankers’ books for the purpose of ascertaining 
the accuracy of returns of note issues, but that power has 
never been exercised. 

Q. What local or general taxes are paid by the Bank? 

A. All local and imperial taxes exigible from an indi- 
vidual are payable, and are paid, by the Bank. 

Q. Is the bank a member of the London clearing house? 

A. No. 

Q. What is the law governing your note issues, and 
how are note issues limited and how secured? 
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A. “The issue of bank notes in Scotland,” acts 8 and 9 
(Vic., C. 38, 1845), regulates our note issue. By that act 
our authorized limit is fixed at £374,880, and all issue in 
excess of that sum must be covered by bullion lying in 
the head office of the Bank in Edinburgh. One-fourth of 
that bullion may be silver coin; the rest must be gold. 
coin. The notes are secured by the coin mentioned, the 
general assets of the Bank, and the personal liability of 
the shareholders—their liability in respect of note issue 
being unlimited. 

Q. To what extent are your notes legal tender in Great 
Britain? 

A. They are not legal tender. But they are more pop- 
ular than legal tender, which is gold and Bank of England 
notes and silver to a small amount. 

Q. What other banks have the right of issue in Scotland? 

A. Bank of Scotland, Royal Bank of Scotland, British 
Linen Bank, Commercial Bank, National Bank of Scot- 
land (Limited), Union Bank of Scotland (Limited), Clydes- 
dale Bank (Limited), North of Scotland and Town and 
County Bank (Limited). 

Q. Are the notes of your issuing banks secured; and 
if so, how? 

A. The act of 1845 governs the notes of all the above 
banks. For the security of these I am sorry I must refer 
you to the respective banks. 

Q. What is the total amount of their outstanding 
issues? 

A. Their average total circulation for the year 1908, 
was £7,113,683. 

Q. Do you pay the Government in the form of taxes, 
or otherwise, either directly or indirectly, for your privilege 
of note issue? 
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A. The bank pays 8 shillings per cent per annum on 
the average circulation taken weekly; a license duty of 
£60 per annum for all places at which we issued notes 
prior to 1845 and continue to issue, and of £30 per annum 
for each place at which we issue notes, commencing sub- 
sequent to 1845. 

Q. Do other issuing banks pay at the same rate for the 
privilege of note issue? 

A. Yes; all the other banks in Scotland. 

Q. Have you acquired the right of issue from any other 
bank, and upon what terms? 

A. We have not acquired the right of issue from any 
bank, since the act of 1845—-which I have referred to— 
restricted note issues. 

Q. To what do you attribute the weekly and seasonal 
fluctuations in the amount of outstanding notes, and are 
these fluctuations constant from year to year? 

A. The condition of trade regulates the note issue, but 
comparison of year by year and consideration of trade 
position enable experienced bankers to guess fairly ap- 
proximately how they should regulate their gold stock. 

Q. Are you willing to inform us as to the expense of 
note issue and the profits derived therefrom? 

A. This is a question we would rather not discuss in 
a public paper. It is rather an intricate one and requires 
much consideration, only approximate results being 
possible after all. 

Q. Under what conditions or terms has your capital 
been increased from time to time? 

A. In 1810, the subscribed capital was £3,000,000, of 
which £600,000 was paid up. In 1859, the amount of 
profits gathered £200,000, was added to the paid-up cap- 
ital, making it £800,000. In 1864, another division of 
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profits raised the paid-up capital to £1,000,000. In 1880, 
when the Bank was registered as limited, the capital 
was fixed at £5,000,000, in 50,000 £100-shares, £20 paid 
up on each. 

Q. Have the obligations of the Bank to the public or to 
the Government been changed from time to time? 

A. To the public constantly, to the Government only 
as regards collection of revenue. 

Q. Are you required by law to invest your capital, or 
any part of it, in any particular securities; if so, in what 
class and to what amount? 

A. There is no such restriction by law, but the Bank’s 
constitution and by-laws govern the investment of capital, 
ete: 

Q. Does the law require that before full distribution of 
profits you shall accumulate and maintain a certainamount 
of rest (surplus), and are you required to invest this in any 
particular way? 

A. No. 

Q. Do you allow interest upon deposits? 

Ad Gs: 

Q. Are they subject to considerable fluctuations, and 
are these fluctuations regularly recurrent? 

A. No. 

Q. Are all deposits payable on demand? 

po YES: 

Q. Is it your custom to carry in your banking depart- 
ment a fixed amount in government securities? 

A. We like to hold a considerable amount of such securi- 
ties, and the fluctuation in amount is not great. 

Q. Can you state approximately the average length of 
time and the average size of bills discounted by you? 
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A. Two to three months’ currency. 

Q. Is the character of your discounts or loans regulated 
or restricted by law or fixed by the statutes of the Bank? 

A. No. 

Q. Will you state (a) the class of bills usually discounted 
by you, giving the number of names required; (b) the 
minimum size; and (c) the maximum length of time to 
run? 

A. (a) Trade bills, with two names—the drawer and 
acceptor; (b) no minimum; (c) six months is the maxi- 
mum in general. 

Q. What classes of collateral are accepted by you for 
loans? 

A. Good marketable securities, quoted officially in the 
stock exchange, is the usual security. But to a limited 
extent warrants for iron, etc., and for readily salable prod- 
uce, are also taken, as well as shipping documents. 

Q. Will you state approximately the average length of 
time and the average size of loans on collateral? 

A. Stockbrokers’ loans are usually from settlement to 
settlement (about a fortnight). Other loans are from one 
month to three, the average being probably a little over 
one month. 

Q. Do you discount any but prime bills? 

A. Our discounts are, generally speaking, trade bills of 
the best type. 

Q. Do you discount to any considerable amount for 
individuals and merchants? 

A. Yes; it would perhaps be well to point out that in 
Scotland a large portion of the advances made to traders 
are granted in the form of overdrafts on current accounts. 
The number and amount of bills in Scotland are less now 
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than in former years. Cash payments for the purpose of 
obtaining discount are more frequent, and the number 
of bills discounted by wholesale houses is reduced in 
consequence. 

Q. Isit your custom to employ surplus funds in purchase 
of bills from discount houses? 

A. Only occasionally, when rates suit. 

Q. Do you rediscount bills for other banks? 

A. It is not our practice to do so. 

Q. Is it your custom to discount any bills payable in 
foreign countries? 

A. Not to any but a small extent, excepting bills pay- 
able in India and British colonies. 

Q. To what extent does Bank rate govern your discount 
and loan transactions? 

A. In ordinary transactions, altogether. In all trans- 
actions the bank rate governs as regards the minimum. 

Q. Do you at times discount bills for parties having no 
account with you? 

A. Our rule and practice is to the contrary, but in 
special circumstances an exception may be made. 

Q. Are a considerable number of your loans on call? - 

A. Theoretically all are on call, but practically there is 
a small proportion fixed for a year and less. 


” 


Q. Explain the phrase “‘cash credits,” and upon what 
conditions are they given? 

A. A cash credit account is an operative current account 
in security of which the principal debtor and two or more 
co-obligants have granted a personal bond in favor of the 
Bank. The account is operated upon by the principal 
debtor, but all the parties bound as principals and are 
jointly and severally liable to the Bank. 
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Q. Is the Bank, through its branches, employed by 
other banks to any considerable extent for the transfer of 
funds from one city to another? 

A. We act as correspondents for the large English and 
Irish banks and for colonial and foreign banks. 

Q. Is it the practice of the Bank in times of stress to 
discount bills of a satisfactory character for its customers 
freely? 

A. That is the only way to allay panic and bring back 
normal conditions. 

Q. Is it the policy of the Bank to discriminate against 
finance bills in times of financial crises? 

A. In such times great care is exercised in choosing our 
paper. 

Q. Do you favor the issue of £1 notes? Why? 

A. Yes; under the Scottish system, as it enables the 
banks to plant branches at little expense and so to open 
up the trade of the country in all districts and directions. 

Q. What, if any, artificial means are taken by you to 
secure changes in the volume of currency (notes and coin) 
to make it responsive to business demands? 

A. None. 

Q. What effect has a marked increase in the commercial 
and industrial activities of Great Britain on the volume of 
note issues? 

A. It causes a corresponding expansion. 

Q. It is customary in England, we find, to distinguish 
between current accounts and deposit accounts. Will 
you describe the distinction you make? 

A. In Scotland the deposit account of England is 
represented by deposit receipts. No interest on current 
account is allowed in Scotland, whether the account be 
inoperative or not. 
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Q. What is the customary charge for acceptance of a 
ninety-day bill? 

A. It depends on the security given; it ranges from 
one-eighth to one-fourth of 1 per cent. 

Q. Your acceptance constitutes what is known in Lon- 
don as a prime bill? 

A. A bank acceptance of the highest class. 

Q. Is there discrimination in easy times between a 
merchandise or trade bill and a finance bill? 

A. Yes; in favor of the trade bill. 

Q. It is your practice to employ your surplus funds 
in the purchase of prime bills through bill brokers? 

A. We occasionally have such transactions. 

Q. Is it the general practice in Scotland to make ad- 
vanees to very responsible people on a single name? 

A. The general requirement is two good names; but 
each case is dealt with on its merits, and there are many 
instances where the full requirement is not insisted upon. 

Q. Is it customary for you to receive as collateral for 
loans any securities which are listed on the exchange? 

i Ves: 

Q. Do you pay interest on both current accounts and 
deposit accounts? 

A. No interest is allowed on the creditor balances of 
current accounts. Deposit accounts, as known in Eng- 
land, do not obtain in Scotland. Deposit receipts—on 
which interest is allowed—take their place. 

Q. How does the Bank rate affect the rate allowed by 
you on deposit? 

at governs the rate allowed by the banks in Scot- 
land, which is usually 11% per cent below the bank rate. 

Q. Were most of your branches organized by you, or 
were most of them other institutions purchased by you? 
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A. All of them were organized by ourselves. 

Q. Have you in mind how many branches you had 
ten years ago? 

A. One hundred and thirty-seven. 

Q. The tendency is for the consolidation of banking 
in Great Britain, is it not? 

A WES: 

Q. Has the conversion of a private bank into a branch 
of your bank generally met with favor in the community 
where that bank is located? 

A. Only two banks have been taken over by us—one 
in 1825, the other in 1844—and both conversions were 
looked upon locally with favor, if we may judge by 
results. The lion’s share of banking business in the 
two districts remains with us yet. 

Q. Do you believe that the community is as well or 
better served through your bank than through the in- 
dependent bank? 

A’ Better, 

Q. Would you say the Bank of England is in any way 
a competitor of the other banks in Great Britain? 

A. Not of the Scotch banks. I do not know the 
experience of our English friends. 

Q. What relations do the Scotch banks bear to the 
Bank of England? Do they deal with it directly? 

A. This Bank does. 

Q. Does the Bank of England sometimes suggest the 
policy the Scotch banks should follow, say, in not accepting 
finance bills? 

A. No. 

Q. Is the question of the amount of reserves, either in 
specie or in bank, regarded as of importance by Scotch 
bankers? 
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A. I should think so, though I only know positively 
my own opinion. 

Q. Do you regard your system of currency issue as 
sufficiently elastic for your needs? 

A. Nes: 

Q. In your statement of liabilities you show ‘‘cash in 
hand and at the Bank of England.” I assume it is not your 
custom to publish the amount of cash in hand separately 
from the amount of cash in the Bank of England? 

A. No. 

Q. You regard your balance in the Bank of England 
the same as cash? 

ue eS: 

Q. It is your practice to confine your investments in 
other than government securities to a small figure? 

A. I must refer you to our balance sheet submitted 
herewith. The amount does not vary very much. 

Q. Do you ever buy any shares of railroad or indus- 
trial companies? 

A. No industrial company shares and only gilt- 
edged railway stocks. 

Q. Do you ever own bank shares? 

NG, 

Q. What does the form of obligation by the borrowers 
upon collateral take? 

A. The form of a letter of agreement, containing wide 
powers of sale, etc., and check drawn by the borrower upon 
the Bank—generally bearing reference to “loan account.” 

Q. Have you any idea of the percentage of ‘actual cash 
or bank notes which is used in the transaction of business 
in the Kingdom? 

A. No; the clearing-house figures in Scotland are not 
made public. 
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Statement of the liabilities and assets of the Commercial Bank of 


Scotland (Ltd.), on October 31, 1908. 


LIABILITIES. 
Capital subscribed 2425. 222 32 Be eee Pe see 5,000,000 0 O 
essiincatied i aa oe en eee re ee ere 4,000,000 0 oO 
Paid UD s oo ose e on Ree ane Re wae oe ae eee T,000,000 © 0 
Biésts: = nS ee Lee oe ee eee ok eee e se 900,000 0 oO 
Ofieers' pension reserve find =. oe ca race ee ase II0,000 0 Oo 
Deposits. sj aee oe ot oe ee eee Se See eee 14,626,24% 3 Ir 
Dividend payable January 2, 1908_2----=---_---b-=---==— I00,000 0 Oo 
Notes in circulation. 22 "4" = ee ee eee ee 974, 7907 0 oO 
Acceptances, indorsements, and marginal credits..-.------- 310,392 2. 4 
Drafts, circular notes, and other liabilities___...---------- 268,096 12 9 
Profit. andviess account 25 255 a oe ee ee 40,252 . 16.4 
18,329,669 § 7 
ASSETS. 
Specie at the head office and branckes, and cash balances 
with the Bank of England and other banks_-____-_-_----- 960,704 18 8 
Notes of other banks and cash documents in hand and in 
coprse of transmissionua.— = - oe ee eee eee OST, 503° 1285 
Money in London at call and short notice__._.--_--------- 2,902,771 12 9 
pritish yovermment securities >. ...o.2 o-nncacemesscenen 994,538 8 11 
Indian and colonial government securities, Bank of England 
stock, debenture stocks, and other investments_____---- 2,298,960 15 8 
SHortioa tis ON GeCUt (eS = ae ae re eee ee I, 788,937 9| 8 
Bilis discounteds ays scale ao ane oe ee ee ee 3,036,477 I x12 
AAV ances ON ACCOUNES wis 3 ck Se ane Saeed Se 4,563,095 18 10 
Liability of customers for acceptances, indorsements, and 
matginalicredits. 2.2 ae eee ye eee 310,322 2. 7 
Heritable property in Scotland not occupied by the Bank___ I75, 234) 02 02 
Freehold property in Lombard street and Birchin lane, 
EON OT Re et See a ee ee eee ne ee ee eee I00,000 0 0o 
Bank premises at the head office and branches____________ 247,122 12 3 
= 18,329,669 5 7 
PROFIT AND LOSS ACCOUNT. 
Dr. 
Dividend for half year paid July 1. 1908__________--______ £100,000 0 oO 
Dividend for half year payable January 2, 1909__________-_ 100,000 0 o 
Applied in reduction of the cost of Bank premises_________ 5,000 0 Oo 
And'to credit of Bank’s investments: =... .sccccccen 25,000 0 0 
Balance tomext AcCOUNt. 2 ee ee ee ee ee 40,212 6 4 
270,212 6 4 
Cr. 
Balance from last accounts. se a eee 29,901 13. 7 
Profit of the year to October 37 1908... 2 42 2205..52.0 7 240,310 12 9 
Thus: 
Balance after paying interest and 
income tax, and providing for 
accrued interest, rebate on 
bills. current, and losses and 
contitigencies 3 2-252 22 “222t £414,310 7 10 
Charges at head office and branch- 
es, including licenses and 
stamp duty on notes_______ 173,999 I5 I 
240,310 12 9 
270,212 6 4 
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BANK OF FRANCE. 


Interview with M. Pallain, Governor of the Bank of France. 


Q. When was the Bank of France founded? 

A. Its business commenced the 1st Ventose, year 8 
(1800). 

Q. For how long a period does your charter run? 


A. The charter was renewed in 1897 and expires in 1920, 
but under its provisions Parliament, by taking action in 
I9II, may terminate the charter one year later, in 1912. 

Q. Is the Bank of France ever attacked in the contro- 
versies between political parties? 

A. No charge has ever been made that the Bank favored 
or aided any political party. There is never any claim 
that politics enters in any degree into the management 
of the Bank. Except for the renewal of the charter in 
1897, no legislation affecting the Bank has been enacted 
since 1857. There is no sentiment for any change in 
banking methods nor for any new legislation. It should 
be added that neither the Governor nor Deputy Governor 
is permitted to be a member of either body of Parliament. 

Q. The capital has been changed at different times? 

A. It was at first 30,000,000 frances. It was successively 
increased, and amounted in 1857 to 91,250,000 francs, 
when it was doubled and finally fixed at 182,500,000 
francs. The capital in reality only fills the office of a 
pledge, very important no doubt, as was so well set forth 
by Mollien, Minister of the Treasury, in his celebrated 
note from Havre in 1806. 
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Q. Has the Government any interest in the ownership 
of the Bank? Does it own any shares? 

A. No; the Bank is a private establishment. 

Q. Then the capital is entirely private property? 


A. Yes. All the shares are divided between 30,000_ 


shareholders, of which about 10,000 have not more than 
one share. * 

Q. How often do the shareholders meet? 

A. Once a year; the last Thursday in January. 

Q. What do the shareholders do at this meeting? 

A. They are told about the business of the Bank during 
the year and are called upon to elect or reelect the Regents 
and Censors. 

Q. How many Regents and Censors are there? 

A. There are fifteen Regents and three Censors. Five 
Regents and the three Censors must be chosen from 
among the commercial and industrial classes, and three 
Regents must be taken from among the trésoriers payeurs 
généraux (general paying treasurers). 

Q. When do the Regents meet? 

A. Usually once a week. 

Q. Do they decide upon the changes in the rate of dis- 
count? 

A. Yes, that is one of their most important duties. 

Q. Can the Governor change the rate without the 
approval of the Regents? 

A. No. 

. Has each Regent a vote? 

Wes. 

Are decisions taken by majority? 

Yes; more often they are taken unanimously. 
. What are the functions of the shareholders? 


0 POPrO 
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A. They elect the Regents and Censors through whom 
they exercise their right of control over all the manage- 
ment of the Bank. 

Q. Do all the shareholders have the right to vote? 

A. Only the 200 largest shareholders are allowed to 
vote for the General Council of the Bank; that is, its 
Regents and its Censors. 

Q. How are the Governors and Deputy Governors ap- 
pointed? 

A. The Governor and the two subgovernors are named 
by a decree of the President (Chef de l’Etat) upon the 
proposal of the Minister of Finance. Their terms of 
service are not for any fixed period. 

Q. How many branches have you? 

A. One hundred and eighty-eight branches (comptovrs), 
of which 127 are important (succursales) and the other 61 
auxiliary. We also have 279 agencies. . 

Q. How are your branches managed? 

A. Our branches are managed by a manager, assisted 
by a local board of directors, selected from among the best 
qualified commercial, industrial, and agricultural repre- 
sentatives in the region. 

Q. Who names the managers? 

A. The managers are named by decree of the Chief of 
State on the report of the Minister of Finance, upon 
the presentation made to him of three candidates by 
the Governor of the Bank. 

QO. Have the managers of the branches full control of 
the business in granting discounts, etc.? 

A. The Bank of France makes it a rule to leave as much 
initiative as possible to its managers for current business. 
They are assisted in their task by the collaboration of 
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members of the board, in whom they find authorized 
and enlightened interpreters of the commercial needs of 
the region. Their management is submitted to the con- 
trol of a regular inspection, and for operations of excep- 
tional importance they must refer specially to the Central 
Bank, under whose supreme authority they always remain. 

Q. We have found that certain banks have a system of 
distribution of profits among the managers of branches. 
Does anything of that kind exist at the Bank of France? 

A. Our managers are remunerated by fixed salaries, 
which does not, however, prevent the Bank of France 
from letting all their staff participate in the results of 
particularly productive years by. general and exceptional 
allowances. It should be added that there has existed at 
the Bank of France, since its origin, a system of pensions 
which is exceptionally advantageous; the pension guar- 


anteed to each agent haying a right thereto amounts to at. 


least one-half the annual salary after thirty years’ service, 
and the bank, in spite of the expense imposed upon it by 
the maintenance of these particularly favorable regula- 
tions, continues to add to the pensions benevolent allow- 
ances, which it gives out of its general resources, and 
which are fixed according to the services rendered and to 
the personal condition of the employees. 
Q. How are the auxiliary offices managed? 

-A. The auxiliary offices are subjected to the same régime 
as the branches, except as concerns discount. ‘The head 
of the office who is not assisted by a special board of 
directors refers all discounting operations to the man- 
ager and to the board of the branch to which he belongs. 

Q. We should like to be informed as to the kind of busi- 
ness done in your branches. Is it the same as in Paris? 
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A. The business done in the branches is exactly the 
same as that done in Paris. 

Q. Do the branches have business relations with the 
merchants, farmers, and all classes of people of the 
locality? 

A. Yes, they are open to everybody. 

Q. You have, I suppose, in the branches regular clients 
who have an account with you? 

A. Yes, and a considerable number of them. 

Q. Do your branches do the same kind of business as 
the branches of the Crédit Lyonnais? 

A. The Bank of France and its numerous eenthes do 


* all banking business consistent with the laws properly 


regulating a bank of issue. . 

Q. You admit to discount certain classes of bills which 
are also discounted by the other banks, and with whom 
the Bank of France must therefore find itself in com- 
petition? 

A. On certain points there may be competition, and it 
is on account of this salutary competition that wherever 
a branch of the Bank has been established the rate of dis- 
count has been perceptibly reduced, in the interest of 
commerce. 

Q. In addition to your capital you have several classes 
of reserves (surplus) mentioned in your statement. Will 
you kindly explain to us the different classifications and 
if each of these classes of reserve (surplus) are required 
by law? 

A. All the reserves which are detailed in the state- 
ment are required by the laws which govern us and 
constitute for us legal obligations. They are of four 
kinds and comprise: 


60481—10——13 . 193 


National Monetary Commission 


(1) Surplus*or profits in addition to the capital accru- 
ing from raising the rate of discount above a certain fixed 
rate and which, according to the terms of the law, can 
not be distributed. It now amounts to 8,006,145 f. 84 
(see the law of the 9th of June, 1857, art. 83, and the law 
of the 17th November, 1897, art. 12). 

(2) The surplus coming from different sources and 
notably from profits accumulated before 1834; from the 
surplus of departmental banks absorbed in 1848; from the 
_ premium on the new shares issued at the time of the 
doubling of the capital in 1857; amounting in all to 
22,105,750 f. 14, viz: 

(a) 10,000,000 f. by virtue of the law of the 17th May, 
1834. 

(b) 2,980,750 f. 14, coming from the departmental 
banks which were united to the Bank of France (decree 
of the 27th April, 1848, art. 5). 

(c) 9,125,000 f. (law of the 9th June, 1857, art. 4). 

(3) Real estate surplus, representing in the books the 
value of the central bank building; 4,000,000 francs (law 
of the 17th May, 1834). 

(4) The special surplus constituted in order to insure 
the relative stability of dividends. 

Q. Does the law require that a portion of the capital 
and surplus of the Bank shall be invested in government 
funds? 

A. In accordance with the statutes the Bank is obliged 
to keep invested in French rentes more than one-half of 
its capital and its legal reserve (surplus). We have 
' therefore one hundred millions of the capital and an 
important part of the different classes of surplus invested 
in French rentes. The remainder of tue surplus is also 
in a large degree invested in French funds, although there 
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is no legal obligation to do so. Besides its legal surplus 
the Bank reserves, on the advice of the General Council, 
amounts set aside to meet exceptional needs, such as 
reconstruction of buildings, sinking fund, pensions for 
the staff, eventual losses on its loans and discounts, etc. 

Q. What classes of bills are discounted by the Bank 
of France? 

A. The Bank of France discounts for everyone who 
has obtained the opening of a current account, bills of 
exchange, checks, bills to order, and commercial and agri- 
cultural warrants of fixed maturity, which have not more 
than 3 months to run, and which bear the signatures of 
three persons, tradesmen, agricultural syndicates, or others, 
known to be solvent. The Bank and the branches accept 
without distinction bills which are payable in any one of 
the 467 towns where we undertake to collect bills. 

Q. Do you require three names on all the bills you 
discount? 

A. The statutory rule is that bills must have three 
signatures, but the Bank is also authorized to accept paper 
bearing only two signatures when the third signature 
is replaced by a deposit of securities belonging to one of 
the classes of securities admitted for loans, or by a war- 
rant for merchandise (warehouse receipt). When I 
speak of bills bearing two signatures I mean French 
signatures, and I mean to say that bills with three 
signatures must have, among these three signatures, at 
least two signatures given by parties domiciled in France. 

Q. In other words, a client having satisfactory collat- 
eral is only obliged to supply one supplementary signature? 

A. Just so, and that supplementary signature can 
even be given orie for all by means of what we call an 
‘“Aval par acte séparé”’ (guaranty by separate deed), 
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We inaugurated a few years ago a system called ‘mixed 
accounts,”’ for which the securities deposited serve alter- 
nately and according to the position of the account, to 
guarantee advances made or discount granted to the 
same customer. Although the securities which replace 
a statutory signature must belong to one of the classes 
admitted for loans, it sometimes happens exceptionally 
that we take other securities, American securities, for 
instance, as supplementary security for discounting bills 
with three signatures, which gives to certain customers 
the ability of obtaining larger credit than they would 
obtain on personal guarantees. 

Q. A bill drawn in New York on France, on a bank, for 
instance, the Crédit Lyonnais at Paris, and accepted by it, 
would it be admissible? 

A. Yes, if it bore, besides the signature of the French 
establishment accepting it, at least one other French 
signature; that of the person presenting it, for instance, 
having a current account at the Bank of France. Ina 
word, under normal conditions the Bank confines the 
privilege of discount to bills bearing the signatures of at 
least two persons domiciled in France. 

Q. Is it necessary that one of these signatures should be 
that of a bank? 

A. That is not necessary, the Bank of France being able 
to be and in fact being in direct discounting relations 
with commercial and industrial people. 

Q. Nevertheless, a part of your portfolio comes from 
rediscounting for banks. 

A. Certainly, and it is an important part. 

Q. If the Crédit Lyonnais needed money and brought 
you acceptable bills, you would discount them? 

_A. Certainly. We often do; and’ this -possibility, 
always open, according to circumstances, is an invaluable 
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resource for credit societies. The eminent founder of the 
Crédit Lyonnais, M. Germain, a very competent man in 
these matters, admitted frankly that if the Bank of France 
did not exist ‘he would close the Crédit Lyonnais—in times 
of crisis, of course. 

Q. Could you give us an estimate of the proportion of 
bills which are discounted for banks and those discounted 
for other customers? 

A. No special statistics have been drawn up on this 
point, as it would necessitate a long investigation in all 
the offices of the Bank. I should estimate that about 
70 per cent of the paper now held bears the signature of 
some bankas one of the indorsers; but it is manifest to us 


‘that the number of merchants and manufacturers who 


appreciate the facilities given by the Bank for direct dis- 
counting and who profit by it increases perceptibly every day. 
Q. Does your annual report show the average life of 
your bills? 
A. Yes; the last statement of operations indicates, like 
the preceding statements, the average time of bills dis- 


* counted, which was for the year 1907—26 days. 


Q. The law fixes a maximum time? You can not dis- 
count bills having more than go days to run? 

A. The law does not say go days, but 3 months. This 
legal limit, which was fixed in order to always assure the 
liquidity of the portfolio, does not take from the Bank the 
capacity of renewal, which it can use without entering 
in any engagement in that respect under certain circum- 
stances, subject to the judgment of the council. 

Q. Does the statement of your operations give informa- 
tion as to the average size of bills in your portfolio? 

A. Yes. The average value of discounted bills in 1907 


\ was 732 francs; in 1906 it was 683 francs. The minimum 
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amount of bills admitted to discount was lowered in 1898 
to 5 francs, and the number of small bills discounted by 
the Bank has never ceased to increase since that time. In 
1907 the number of bills below 100 francs was more than 
3,500,000 in a total of 7,500,000. The percentage of 


small bills discounted increases, besides, in a continuous - 


manner in proportion as the operations of the Bank become 
popular; it has gone from 33 per cent in 1897 to 48 per cent 
in 1907. 

Q. Do you allow overdrafts or do you make advances 
of the kind made by the Scotch banks, called ‘‘cash 
eredits?.”’ 

A. The law does not permit any overdraft (tirage a 
découvert), and we consider, moreover, that this opera- 
tion is contrary to the principles which ought to govern 
an issue bank. 

Q. Scotch banks take security in the form of a guar- 
antee. 

A. We also sometimes accept guarantees, but only when 
they apply to engagements for a fixed period, resulting 
from discounting operations. =¢ 

Q. Is the rate of discount at All) times the same at the 
Central Bank and at all the branches? 

Ares? 

Q. Is the rate the same at the Bank and the branches 
for loans on securities? 

ee ¥ es. 

Q. Does the Bank of France make the same charge for 
the discount of bills and for loans upon collateral? 

A. The Bank usually charges somewhat more for loans 
upon collateral than for the discount of bills. The rates 
at present are 3 per cent and 4 per cent, respectively. 
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Q. Do you think that it would perhaps be more advan- 
tageous for the Bank of France, considered simply as a 
bank, to impose different rates under different circum- 
stances and at different places? 

A. As a banking establishment, if we thought it advis- 
able to apply different rates, we could easily become the 
masters of the market. But in our position of Bank of 
France, organized to serve the interests of public credit in 
a democratic country, we do not believe ourselves justified 
to use this option. 

Q. Are the advances on collateral which appear in your 
balance sheet made on stock-exchange securities? 

A. Yes. 

Q. Are you restricted in the classes of securities on 
which you may make advances? 

A. Securities which may be admitted as collateral are 
limited by the laws and decrees which govern the Bank 
and include collateral of easy conversion into cash, such 
as should at all times be required by a bank of issue. 
These securities are generally guaranteed by the State, 
the departments, municipalities, or French colonies. 

Q. Can the same classes of securities be accepted by 
your branches? 

A. Yes. The classes of securities admitted by the laws 
and decrees and the proportion of the loans fixed by the 
general council, and which varies according to the character 
of the securities from 60 per cent to 80 per cent, apply 
alike to operations in Paris or the country. I will furnish 
you the list of securities admitted now for loans, with the 
proportion of the loan for each of them. 

Q. In your balance sheets for December 24 the amount 
of current accounts and deposits at Paris is stated at 
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about 426,000,000 francs. Does this figure include the 
deposits of other banks? 

A. This figure, as a matter of fact, includes the cur- 
rent accounts and deposits of all the large banks, rail- 
way companies, insurance companies, and other private 
accounts. 

Q. Do these banks consider their deposits with the 
Bank as cash? 

A. These sums are available at sight and can be con- 
sidered as cash. 

Q. Do you publish a statement of the amount of the 
deposits of the banks with the Bank of France? 

A. The Bank of France does not publish any statistics 
on this point. But information as to the amount of 
cash and cash in bank may be found in the balance sheets 
of each of the establishments in question. 

Q. Could we obtain an estimate of the percentage of the 
deposits of the other banks at the Bank of France in com- 
parison with the whole of such deposits? 

A. These figures are extremely variable; it would be 
necessary, in order to obtain even an approximate idea 
at any given moment, to make inquiries not only at the 
Central Bank, but also at the branches. Permit me, 
however, to ask you what interest you attach to this 
question? 

Q. We should like to ascertain as accurately as possible 
the nature and amount of the cash reserves of the French 
banks other than the Bank of France. This is the reason 
why we wished to know the balances of the different 
credit establishments at the Bank of France. 

A. As you must, with reason, continue your inquiries 
in the large credit establishments of Paris, it seems to me 
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preferable that you obtain from them this information 
as to liquid assets, which, for that matter, appears in 
their balance sheets. 

Q. We thought of obtaining this information by a dif; 
ferent method. The published balance sheets of the banks 
do not state separately the amount in the Bank of France 
and the amount in their own vaults. 

A. In the credit establishments which you will visit 
you will be able*to establish the fact that the liquid cash 
is, in comparison with their turnover, relatively very 
small. In France we consider that the strength of a 
bank consists more in the composition of its portfolio, 
i. e., in the value of its commercial bills, rather than in 
the importance of its cash reserve. 

Q. In America the question of the proper relation 
between cash in hand and liabilities is considered very 
important. 

A. It appears to us that for, French private banks the 
proportion of cash to liabilities is less significant on 
account of the facilities offered by the organization of the 
Bank of France for the rapid conversion—in a crisis—of 
a good portfolio into ready money. 

Q. We are trying to inform ourselves as to the usages 
and customs of foreign banks. It is for this reason that 
we seek to ascertain the percentage of cash which the 
banks hold to their deposit liabilities. 

A. I think I have already replied on this point. The 
part which the Bank of France plays toward the private 
establishments permits the latter, as has many a time 
been proved, to reduce to a minimum their cash reserves, 
and to devote, without exceptional risk, a larger part 
perhaps than elsewhere to productive commercial opera- 
tions. 
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Q. That may be true, but we wanted to find out, if 
possible, the percentage of the cash held by the banks of 
Paris in their vaults to their deposit liabilities. 

A. I think you pay more attention to the quantity 
than to the quality. 

Q. We may be agreed as to the quality, but I am trying 
at this time to make an inquiry as to the quantity. 

A. It is a question, as a matter of fact, of the measures 
taken by each private bank to supply their cash require- 
ments. The establishments which you will visit will be 
able to inform you on this point much better than we 
could. 

Q. Ar there any laws regulating the amount of the 
balance which the other banks must keep at the Bank of 
France? 

A. None at all. 

Q. You pay a certain tax on your notes in general and 
a certain other tax on the productive circulation. What 
is meant by “productive circulation?”’ 

A. Productive circulation is the average amount of the 
portfolio and loans, and is subjected to an annual tax of 
0.50 per 1,000 francs. The circulation in excess pays an 
annual tax of 0.20 per 1,000 francs. 

Q. Then productive circulation is not the same thing 
as the notes issued in excess of specie held? 

A. It is not exactly the same thing. The productive 
circulation is composed, as I have said, of discount and 
loans. The uncovered circulation comprises, besides the 
productive circulation, divers other elements, and notably 
the loans without interest which the Bank has made to 
the State, up to an amount of 180,000,000 francs. 

Q. Is the amount of all taxes paid by the Bank to the 
State included in your report? . 
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A. Yes. The Bank is subjeeted to all the general taxes 
imposed on private companies, and which, for the last 
year’s business, are divided up as follows: 


Francs, 
1°. Direct taxes (land tax taxes on doors and windows, 
licenses, on mortmain property, etc.).----_---.-- 824,800 
2°. Tax of 4 per cent on dividends___..__...!_..---.-- 1,330,700 
BOO CAI ala XaOUE CU ATCS ote is Se Be eae es 55,000 
4°. Tax of 4 per cent on the interest of loans granted to 
COMING NICS Ae eee yo Se ao ee re 41,600 
1G a lero i ate mre Ff eee x {heen rermeees cer ee 2,252,100 


Besides the general taxes the Bank pays special taxes 


as follows: 
®# Francs. 
(1) The stamp tax on notes, as above explained, and which 


AMoOMnted nul OO 7 lO sae eenes Sa See Oe ee 1,473,000 
(2) The royalty to the State, stipulated by article 5 of the 

law of November 17, 1897, and calculated by multi- 

plying the average amount of the productive circu- 

lation by one-eighth of the average rate of discount. 

LDisinOUBtedutil LOO7 LOla2 sees Soe ee 7,357,000 


ZINES Leet mesa Mee) Re Pg og 8,830,000 


To sum up: The public charges of the Bank in 1907 
were more than 11,000,000 francs, whereas the profits 
distributed were 31,000,000 francs. They therefore 
amounted, for the last year, to about a third of the net 
product. 

Q. Have you a system of transfers similar to that 
used by the Reichsbank? 

A. Yes, this system, in France, dates as far back as a 
century or more. 

Q. If I were not a client of the bank, and should ask, 
that 1,000 francs be transferred to Marseille, would you 
charge for the transfer? 
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A. The transfer would cost 25 centimes. It is gra- 
tuitous for the sums coming from bills discounted or 
taken from loans advanced on security. 

Q. Do you have a tariff of charges for transfers? 

A. Yes. It is given in one of our publications. 

Q. Suppose that I am a customer of the Bank of 
France, having a deposit, and wish to transfer 1,000 francs 
to Marseille. How would this be accomplished? 

A. Nothing easier; and if you are a client of the Bank, 
and the sum which you want transferred is the product 
of discount or advances, no kind of commission is charged. 

Q. Even if I wanted to transfer the sum to a person 
who is not a client of the Bank? 

A. In this case the Bank gives a letter of exchange (or 
credit) payable at Marseille, and which is sent to the 
interested person. The commission is the same as for 
the virements (transfers). 

Q. The Reichsbank has a list of all its clients in all its 
branches and it transfers funds without charge when the 
sender and the receiver are both its clients. Is there a 
list in existence published by the Bank of France con- 
taining the names of its clients? 

A. Withus this list is a document for the use of the Bank 
only, deposited in all our branches, and to which we refer 
in order to reply to people asking for transfers. 

Q. In Germany the transfer operations of the Reichs- 
bank are considered as one of its most important func- 
tions. They transfer funds to all parts of the Empire, 
either without commission or for a small one. Is this class 
of operations an important one for the Bank of France? 

A. Extremely important, since the transfers made be- 
tween our clients in 1907 amounted to 180 milligyds of 
francs. 
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Q. Does the Bank of France transfer funds for all the 
other banks, Crédit Lyonnais, Société Générale, ete.? 

A. Yes; it also transfers sums for the Public Treasury. 
It is an expensive thing for us, but it constitutes one of 
the obligations of our privilege. 

Q. What is your method of transfer? If I wish to 
transfer 500,000 francs to a firm in Lyon, and I deposit 
the 500,000 francs at Paris, what steps do you take? In 
Germany the Reichsbank simply notifies the branch in 
question of the transfer, and the branch places the amount 
to the credit of the beneficiary. Is that the method 
employed here? 

A. The system is the same in principle, and transfers 
from place to place are also made by simple notification to 
branches. Nevertheless the person who deposits the sum 
to be transferred can obtain a receipt, in duplicate, if he 
desires, so as to send one, as an identification paper, to 
the beneficiary of the transfer. The beneficiary can use 
this document in order to confirm his right to the sum to 
be transferred to him, but he is not obliged to produce it. 

Q. Are the other banks accustomed to use the Bank of 
France in order to transfer their funds? If a credit estab- 
lishment wants to transfer 100,000 frances from its branch 
at Marseille to that at Havre, would it use the Bank of 
France for that purpose? 

A. Certainly; all the credit establishments use us for 
this purpose to the largest extent. 

Q. Instead of using their own machinery they use the 
Bank of France? 

A. The greater part of the banks use no other method. 

Q. Would they use the transfer facilities of the Bank 
of France to increase the cash in one of their branches in 


a remote part of France? 
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A. Certainly. 

Q. Is there any agitation in France for more frequent 
or fuller publication of reports by the banks? 

A. People are generally agreed that the balance sheets 
presented by private banks are too brief. 

Q. Do the other banks publish any statements aside 
from the annual statements required by law? 

A. The big credit establishments publish monthly a 
statement drawn up the last day of the month. 

Q. There is no provision of law which requires banks to 
publish a monthly statement, is there? 

A. No. 

Q. But the law does require an annual statement? 

A. Yes. But only for banks organized under the law 
of July 24, 1867. The Bank of France, subjected, on this 
point, to a special law, is only obliged to publish quarterly 
statements; but as it seeks for the greatest amount of 
publicity, it has published for a long time past weekly 
statements. 

Q. Is the Bank of France subject to examination by 
the Government? 

A. There is no regular system of examination, but the 
Minister of Finance has the right to ask for information 
whenever he chooses. 

Q. I suppose the relations of the Bank of France with 
the other banks are cordial; there is no friction? 

A. We have as a principle to be on good terms with 
everybody, and better with certain persons. 

os Q. Do the banks rely implicitly on the Bank of France 
to grant them credit when they require it? 

A. They know very well that in times of difficulty 
we are the supreme resource. 
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Q. Does the amount and the character of credit granted 
to other banks depend on the amount and the character of 
their accounts at the Bank of France? 

A. There is no fixed rule, and although the balance of 
the account is not a matter of indifference, it is more es- 
pecially the quality of the paper presented which fixes 
the extent of the credit. In periods of crisis, in 1830, 
in 1848, in 1870, in 1889, the general council of the Bank 
did not hesitate to come to the assistance of establish- 
ments which were in difficulties, but which held assets 
of unquestioned character and value, by extending to 
them the largest possible credits. 

Q. Then you would grant discount to a bank without 
taking into consideration the importance of its balance 
with you? 

A. That is not exact. And the council, when it decides 
discounts, has every day before it the statement of the 
balances of all our clients, and this examination certainly 
exercises an influence on the extent of the credit given. 
But, I repeat, there is not a fixed rule in this respect; 
it is a question of judgment. <<) 

Q. Let us suppose a bank at Marseille having no 
account with you, and which never had one, applied for 
credit, would you grant it? 

A. Our discount is reserved for our current accounts, 
but the bank in question could obtain the opening of a 
current account on condition that the request it should 
make must be accepted by the council. 

/Q. Is the Bank of France regarded as a bank for banks 
or as a bank for the people? 

A. The Bank of France remained for a long time, 
indeed, the bank for banks, but since it has covered so 
much territory with its numerous branches; since the 
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minimum amount of all its operations has been lowered; 
since it has opened deposit accounts to all; since it has 
tried to simplify and minimize the formalities required 
by its special charter, the industrial and commercial 
world has come to use the Bank directly to a much larger 
degree. At the same time its credit has come out stronger, 
firmer, more popular from all the political and financial 
crises, so much so that to-day one can reply without 
hesitation that it is already and that it tends to become 
more and more—as you ask—the bank of all the French 
public. 

Q. Nevertheless it does more business with banks than 
with private individuals? 

A. That is only true for discounting operations, but 
for loans and all operations on securities its clientele is 
composed, in great majority, of individuals. The num- 
ber of small loans is specially important, and the number 
of depositors of securities reaches almost 100,000. 

Q. Is there any limitation in the size of the accounts 
which will be taken at the Bank? 

A. Anyone can open an account who is known to the 
Bank, the minimum being 500 francs. After an account 
is once opened the depositor may discount paper as low 


. as 5 francs, provided it meets with all of the other res 


quirements. 

Q. What are the relations of the Bank to the State and 
the Treasury? 

A. At the time of the successive renewals of the privi- 
lege of the Bank the State asked for the concession of a 
certain number of advantages besides the taxes I have 
indicated. It is thus that the Bank granted to the 
Treasury loans without interest amounting to 180,000,000 
francs and reimbursable only at the end of the concession. 
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In 1840 and in 1870-71 the Bank made to the State tempo- 
rary loans of far greaterimportance. The Bank also acts, 
without remuneration, as the Cashier of the Treasury, whose 
accountants can all pay in or draw upon the account of 
the Treasury in all the establishments of the Bank of 
France; the latter making, without charge, the necessary 
transfers in order to centralize all these operations for 
the account of the Treasury in Paris. In 1897 the Bank 
was obliged, in addition, to assume all the expenses of 
transportation necessary to furnish the country with the 
different kinds of coin, to furnish the necessary service 
for the issue of treasury bills, and to pay the coupons of— 
public securities at the same time as the government 
“‘caisses.’’ All these services are rendered by the Bank 
without remuneration. 

Q. In your statement of December 24, 1907, you men- 
tion 258,000,000 francs as due from the Bank to the Treas- 
ury. Does that refer to deposits of the Public Treasury? 

A. Yes; it is the balance of the current account of the 
Treasury with the Bank. 

Q. Does the Treasury have a deposit in any other banks 
than the Bank of France? 

A. No; in no other bank in ordinary times. There are, 
however, certain relations existing between the Treasury 
and the Caisse des Dépéts et Consignations, which is a 
different public establishment and which holds in France 
the money of the savings banks. 

Q. Is the French public satisfied with the monopoly of 
the note issue granted to the Bank of France? 

A. We have every reason to believe so, and we do not 
think that your inquiries elsewhere will meet with any 
other reply on this point. 

Q. Is there any agitation in any quarter for a change? 
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A. No, but*they are always inclined to ask more from 
the Bank of France; that is to say, to open new branches 
and subbranches; to extend the benefit of its credit to a 
larger number of places; to increase the facilities of every 
kind that it offers to its customers. But, in principle, 
one can say that the general opinion of commerce, indus- 
try, and agriculture is unanimously favorable to the 
maintenance of a system which all comparisons lead us 
to appreciate more and more. However that may be, 
the best itself can always be improved, and we do not 
forget it. 

Q. Is there any contention in banking or economic 
circles that it is necessary to restore or extend the right 
of issue to banks, other than the Bank of France, to 
enable them to increase their own profits or to afford 
adequate facilities to borrowers or to meet legitimate 
business demands? 

A. The unity of issue was achieved in France in 1848, 
and at no time since then has there been any question, 
in responsible circles, of a possible return to plurality of 
issue. ‘The same tendency is leading, little by little, toan 
absolute monopoly in England, Germany, and even in 
Italy. I think that it would also be interesting for you 
to examine the recent example of Switzerland, which had 
its note-issue system founded, as in America, on the 
plurality of banks and which has now substituted for 
this system one single privileged bank. This transforma- 
tion has received popular approval by referendum. 

Q. We have in America a numerous class of people 
who think that the discount banks could better serve the 
interests of their customers if they had an additional right 
of note issue based on commercial assets. What is your 
opinion ? : ; 
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A. My opinion is very clearly favorable to the principle 
of the unity of issue. In normal times the available 


funds arising from note issue should only be employed | 


with moderation so as to retain their efficacy in periods 
of crisis, and it appears to me that this moderation would 
be less well assured by the competition of a large number 
of establishments than by the control of a sole responsi- 
ble bank, which would become the supreme refuge of all 
the others in times of peril. 

Q. How is your note issue limited ? 

A. The maximum note issue at present authorized is 
5,800,000,000 francs. The actual note issue on August 
24 Was 4,600,000,000 francs. . 

Q. What effect does a marked increase in the commercial 
or industrial activity of France have on the note issue? 

A. The commercial development of France is accom- 
panied by monetary needs which grow in proportion, which 
explains that the note issue has risen unceasingly through 
all the fluctuations of these last fifty years. In 1897, 
when the privilege of the Bank of France was last renewed, 
the limit of issue was fixed at 5 milliards of francs. Two 
years agoit wasnecessary to increase it to 5,800 millions, but 
the increase has been accompanied by an equal increase 
in the metallic reserve of the Bank, and is not reflected in 
any increase in productive operations, so that the increase 
instead of being an additional source of profit has imposed 
an appreciable expense upon the Bank. The needs which 
exercise a permanent influence for a long period are more 
monetary needs, due to the general development of com- 
merce, rather than needs of credit due to passing fluctua- 
tions of its activity. 

Q. In other words, the Bank seeks to regulate the 
amount of its issue by the demands of business? 
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A. By virtue of the statutory machinery, the emissions 
of the Bank are essentially variable and are commanded | 
precisely by the discount or loan operations. It is there- 
fore the bills presented for discount and the requests for 
loans—that is to say, the requirements of business—which 

ae SO 
fix the amount of the issue. 

Q. Do crises in other countries like that of October and 
November, last year, in America, have any effect on the 
note issue of the Bank of France? 

A. I can reply to you by figures. On October 21, the 
date of the beginning of what was called the American 
crisis, the circulation of the notes of the Bank of France 
amounted to 4,843,000,000 franes. This circulation in- 
creased until the end of October, but on December 31 the 
circulation had been reduced to 4,800,000,000. It is 
therefore very apparent that a crisis of the kind of which 
you speak has more effect on the portfolio and on the 
gold_reserve than on the circulation of notes. As a 
matter of fact, in the case of a foreign crisis, the demand is 
for exportation capital; that is to say, gold. 

Q. Does the export of gold reduce the volume of notes? 

A. Not necessarily. It may happen that among our 
assets a certain fraction of the gold is replaced by an equal 
amount of bills in our portfolio, and that without chang- 
ing the total of notes in circulation. 

~Q. I see from your reports for a series of years that 
there are similar fluctuations from time to time in each 
year in the volume of your note issue. What are the 
causes of these fluctuations? 3 
~«w\. It is the sun, or, it would perhaps be more correct 
to say, the alternating seasons. 

Q. Through what agencies do you feel a demand for 
increased note issue? Does it come from the banks or 


from your own customers? 
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A. As I told you a moment ago, it is the bills presented 
for discount and the requests for loans which regulate 
automatically the movements of issue. 

Q. Does this demand for increase come more largely 
from the banks or from customers in general? 

A. Both banks and other clients. The demands of the 
banks are particularly important, as they centralize the 
demands of their numerous clients. 

Q. The fluctuations are more or less automatic? If 
there is an excess of notes, it is, I assume, soon taken care 
of by presentation for redemption? 

A. The mechanism is quite automatic. When cir- 
cumstances demand a reduction of issue the notes are 
naturally presented for redemption, and it seems to us 
that as long as this redemption is made without difficulty, 
there can never be an excess of notes in circulation. 

Q. There is nothing in the law requiring your notes to 
be covered by a certain proportion of gold? 

A. No regulation of this kind exists in our legislation. 

Q. There’is no provision that you should hold either 
cash.or bills of a certain character against the note issue? 

A. As regards cash, we have no particular obligation. 
The bills must simply have the maturity and the signatures 
stipulated in the statutes, of which I have already spoken. 
But the more latitude that is allowed us the more we feel 
ourselves bound to insure by the character of our manage- 
ment and by the constitution of very strong reserves the 
complete security of the bank note. It is a very remark- 
able historical fact that after the events of 1848, which 
modified the economic conditions of Europe, the only 
two banks which were not involved in considerable dif- 
ficulties were the Bank of Prussia and the Bank of Pied- 
mont. The Bank of Piedmont had a reserve (surplus) of 
80,000,000 francs. By the word “reserve”? we mean an 
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accumulation of undistributed profits added to the capital, 
and invested—like the capital—in government bonds, in 
order to constitute a substantial pledge for the holders of 
notes. 


Q. Is there anything in the law requiring your notes 


to be covered either by cash or bills? 0) 


A. The Bank of France can only issue notes as against 


cash or against statutory discounts or loans. Every note 


has therefore its counterpart, either in the metallic reserve. 


or in the portfolio of discounts or in loans. As these lat- 
ter operations are subjected to special conditions of secur- 
ity, one can say that the French legislator—as I have 
already pointed out to you—gave more thought to the 
quality than to the quantity of securities offered to note- 
holders. 

Q. What measures are taken by the Bank of France if it 
wishes to increase its stock of gold or to stimulate the 
importation of gold? 

A. The importation of gold does not need to be stim- 
ulated in France. It takes place naturally under the 
influence of the position of a creditor which France 
always holds toward the principal foreign markets. 
Certain intermediaries have sometimes asked us to facili- 
tate their operations of arbitrage in precious metals by 
advancing money without interest for the time required 
in transportation. We have done so several times by 
crediting the importers from the day of shipment, but 
this operation, which has its limits in its own conditions, 
can not be considered as a premium for importation. 
Such premiums, we repeat, would be useless, in considera- 
tion of the current importation which normally over- 
abundantly supplies the French market 
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Q. It is customary elsewhere to advance money without 
interest to importers of gold for the time that it takes 
in transportation, say, for instance, from New York or 
Australia, the time required may reach fifty days; I 
understand that you adopt the same policy? 

A. It is a question of degree, and we would point out 
this difference that inasmuch as our most distant arrivals 
come from New York, the time of shipment can never 
be nearly so long. However, these facilities are only 
granted in periods of complete prostration of exchange. 
During all the period of the American crisis the Bank 
carefully abstained from granting them. I personally 
would have thought it a discourteous act to facilitate, 
during a difficult period, operations which might increase 
the difficulties of the American market. 

Q. Do you rely upon raising the rate of discount to 
stimulate the importation and to prevent the exportation 
of gold? 

A. It is a principle consecrated by experience that the 
supreme means of defense for an issue bank, to protect its 
metallic reserve, is to raise the rate of discount, and’ we 
never lose sight of this principle. However, the extent of 
our reserves allows us to contemplate without emotion 
important variations of our metallic stock,and we only 
exceptionally have recourse to a measure which is always 
painful for commerce and industry. The stability and the 
moderation of the rate of discount are considered as pre- 
cious advantages, which the French market owes to the 
organization and traditional conduct of the Bank of 
France. _ . 

Q. Would you like to express an opinion as to why the 
Bank of France is able to hold its gold with a bank rate 
of 4 per cent when the rates elsewhere are higher? 
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A. The causes of this phenomenon are multiple. Theory 
teaches us that capital goes where it can obtain the highest 
remuneration, but in considering this remuneration ac- 
count must be taken of risks; these are numerous and of 
different kinds; I mean, of course, commercial risks; risk 
of losing on exchange when the capital is brought back, 
etc. This at once explains why it is possible in France 
to maintain a rate of discount lower than elsewhere. 
French capitalists might fear, perhaps, that the higher 
interest obtainable outside might be offset or more than 
offset by the risks incurred. Account must be taken, 
secondly, of the situation always held by France as a 
creditor nation, which I have already mentioned, and 
which by the constant income of capital which it assures 
to us certainly contributes to counterbalance the current 
of exportation which might result from the lowering of the 
rate of discount. 

Q. You believe that the balance of payments in the 
world is in favor of France? 

A. The purely commercial balance is not always in our 
favor, but the balance of payments most certainly is. 

O. In order to discourage the exportation of gold does 
the Bank of France sometimes exercise the right it pos- 
sesses to refuse payment in gold and to offer to pay 
its notes in silver? 

A. The Bank of France can not, of course, renounce its 
right to redeem its notes in gold or in silver, since gold 
pieces and silver coins of 5 francs are equally legal tender 
in France. But it only uses this right with discretion and 
to the extent that it appears necessary in order to prevent 
an unjustifiable weakening of its reserves. In no case, 
however, whatever may have been said, have we ever 
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charged any premium on French gold in redemption of 
notes. ‘ ni 

Q. Does the Bank of France sometimes take steps to ' 
maintain the bank rate by the purchase of bills in the 
market or otherwise? 

A. No, never. Such measures would appear to us to 
be absolutely contrary to the mission of the Bank, which 
is to moderate, as much as possible, the conditions of credit. 
The accomplishment of what it considers as its own par- *~ 
ticular task would appear to it incomparably more 
desirable than the profits which it might obtain by meas- 
ures such as those to which you allude. 28 

Q. The tradition and reputation of the Bank of France 
make it important that it should hcld a larger reserve 
than any other bank in the world? : 

A. It is true that France keeps locked up in its Banka 
proportionately larger amount of specie than any other 
country, but this policy is not without important com- 
pensations. Suppose the French public, changing its 
mind, should reduce by one-half its monetary reserve of 
which the Bank is the guardian. It would.gain thereafter 
the interest on perhaps 2 milliards of francs released and 
which would have become productive—that is to say, a 
saving of from 80 to 100 millions of francs per year at 
the maximum—but if one reflects that it would lose / 
the advantage of the reduced rates of discount which the 


extent and character of our reserves “enable us to main- 7 
tain and from which ali French production profits; that it 
would lose, in addition, the sentiment of absolute secur- 
ity, of complete financial independence, which every crisis 
has strengthened, one would be less tempted to conclude— 
with certain critics—that the policy of maintaining heavy 
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reserves, the natural expression of the country’s instincts, 
is an unwise policy from an economic and practical 
standpoint. 

Q. You have, I believe, no requirement of law by which 
the Bank of France is obliged to purchase gold at a cer- 
tain fixed price? 

A. The bank buys gold according to the tariff of the 
Mint, but it is not obliged to do so. 

Q. Is the Bank of France, so to speak, an agent of the 
French Mint to purchase gold and put it in circulation? 

A. The Bank of France is more a customer, we may even 
say the principal customer, of the Mint. Private individ- 
uals, instead of having their money coined for themselves, 
find it more advantageous to sell their ingots to the Bank, 
which has them coined when needed. ; 

Q. Have you ever made any estimate of the amount of 
specie in France? 

A. No statistics have been made on this special point, 
but every five years a census is made of the currency 
at a given date in the state depositories, in the Bank of 
France, and in all thelarge credit banks. This inquiry 
allows one to form an idea of the proportion existing be- 
tween the different instruments of payment circulating in 
France, and one is able, by the ingenious use of statistics, 
to deduce an approximate estimate of the French monetary 
supply. It is generally estimated that the amount of 
gold in France is from 5 to 6 milliards of frances (1,000 to 
1,200 million dollars), an amount considerably smaller 
than that which is generally attributed to the United 


States. The Bank of France holds 3,225,000,000 francs , 


and the remainder is in the pockets of the people. 
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Interviews with Baron Brincard, administrateur délégué and 
other officials of the Crédit Lyonnais. 

Q. What is the date of the organization of the Crédit 
Lyonnais? 

A. July 6, 1863. It was organized on that date by M. 
Henri Germain, who remained president of the conse 
dadmimstration (board of directors) up to his death in 
1905. 

Q. Under what law was it organized? 

A. There is no special law; it is subject to the law for 
joint stock companies. Our legislation has been changed 
since it was first organized. The law which governs the 
Crédit Lyonnais now is the law of 1867 as amended. We 
have no special concession; we are under the general law. 

Q. Is it a banking law or a general companies law? 

A. It is a general companies law, not particularly a 
banking law. 

Q. That is, it would cover an industrial company as well 
as a bank? 

A. Quite so. 

Q. How many individuals must associate together to 
start a joint stock bank? 

A. At least seven. Not only every bank, but every cor- 
poration (société anonyme), must have at least seven share- 
holders. 

Q. What is the minimum amount of capital required? 

A. There is no minimum, but at least one-fourth of the 
capital is required by law to be actually paid in. 
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Q. Is the entire capital usually paid in? 

A. No; it depends on circumstances. 

Q. Does the Government take any steps to see that at 
least one-fourth of the capital is paid in? 

A. Strict measures are prescribed by law for carrying out 
these regulations. 

Q. What is the liability of stockho.ders? 

A. It is limited to the par value of the shares for which 
they have subscribed. 

Q. Does the Government give any further attention to 
the management of the bank besides requiring an annual 
report? 

Ae IND: 

Q. How long does your charter run; is it perpetual? 

A. The duration of our company, which may always be 
extended by a vote of the shareholders, will expire in 1960. 

Q. How many shareholders have you? 

A. Our capital is divided into 500,000 shares, but as 
many of these shares are issued to ‘‘bearer’’ we do not 
know how many shareholders we have. 

Q. What is the amount of a share? 

A. Five hundred francs, and they are worth now 1,200 
francs on the stock exchange. 

Q. Briefly, what is your organization? 

A. We have a council of administration composed of 
at least 10 and not more than 15 members, one of whom 
is president and two others are vice-presidents; we have at 
the present time only 12 administrators. 

Q. Are the administrators active in the conduct of 
the business? Do they devote their entire time to it? 

A. Our council of administration has a very direct and 
a very active part in the management of the bank. ‘There 
are two kinds of administrators; there are the ‘‘ administra- 
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teurs délégués,”’ entrusted with the management of some 
special department of the bank, and the administrators 
who are not ‘‘délégués,’”’ and who are not entrusted with 
the management of a particular department. It is not 
forbidden for an administrator to be also administrator of 
some other concern, but every administrator devotes the 
largest part of his time to our bank. 

Q. The active men are called administrateurs délégués? 

A. Yes; there are two of them engaged with the central 
management, one with the department of financial studies, 
another with the service of foreign branches, another with 
the service of the departmental branches, and one of the 
vice-presidents and two administrateurs (one of whom is 
délégué) are at Lyon in charge of the home office and the 
branches of that region. The Crédit Lyonnais has a special 
organization, because it was founded in Lyon, and Lyon 
remains the home office. At first it was developed in the 
southeastern part of France, and only later, in 1865, it 
created a branch in Paris. Now Paris is the central office, 
but we always have the home office in Lyon. Thus we 
have, first, in Lyon, the home office of the company and 
the management of the branches of the southeastern re- 
gion; second, in Paris, the central office, with the manage- 
ment of the Paris local offices and the departmental 
branches of the north, east, and west. The management of 
our foreign branches also centers in Paris. The general 
meetings are held in Lyon. 

Q. You have, in fact, but one president and two vice- 
presidents and one council of administration? 

A. Yes. : 

Q. Have you in addition to your council of adminis- 
tration any other board of directors? 
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A. No; the, administrators living in Paris meet here 
every day. 

Q. Is the council of administration composed of share- 
holders? 

A. Each administrator must own at least 300 shares of 
the company. 

Q. What class of men do you have as members of the 
council of administration? 

A. The administrators are often old heads of depart- 
ments. The President has been employed here ever since 
the institution was founded. One of the vice-presidents has 
been in the bank since 1878. 

Q. How often are your elections held and for what pe- 
riod are the members of the council elected? 

A. For five years, one-fifth of the total number of 
administrators being elected every year; they may be 
reelected at the expiration of their terms. 

Q. Do your stockholders hold an annual meeting? 

ASy Nes: 

Q. What is the purpose of that meeting? 

A. They receive reports of the transactions of the 
year, they fix the rate of the dividend, and they elect 
one-fifth of the administrators every year. 

Q. For what period are the president and vice-presi- 
dent elected? 

A. Every year the council of administration select 
from among their number a president, two vice-presidents, 
a secretary, and the administrateurs délégués. 

Q. Is there any restriction under law or under your 
by-laws as to loans made to administrators or officers of 
the bank? 
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A. So far as the law is concerned, there is none; but, 
as a matter of fact, no director or officer would ever 
apply for a loan. They could, but they never do. 

Q. How frequently do you publish your statements? 

A. Every month. 

Q. Are you required by law to do so? 

A. No; that is regulated by our own statutes. 

Q. The law requires you to publish an annual state- 
ment? 

A. Yes. 

Q. In your statement of December 31, 1907, you show 
cash on hand and in bank of approximately $29,000,000, a 
portion of which is in cash in vault and a portion in the 
Bank of France. 

A. Yes, the proportion between cash in vault and in 
the Bank of France is variable. 

Q. But this item includes both? 

A Ves: 

Q. Do you publish the amount of the cash in vault? 

A. No. 

Q. Is it customary for you to carry quite a large 
amount of cash in your vault? 

A. Every day the amount of cash which is to be kept 
here in our vaults is fixed according to the payments to be 
made during the day. Sometimes our holdings are greatly 
in excess of our forecast for disbursements. This happens 
when we do not find ready use for amounts available. 

Q. So that you are guided as to the amount of cash in 
vault by the character of your daily business? 

AS Ves! 

Q. You would not carry a larger amount of cash in 
vault than required by your daily needs in order that it 
may serve as a part of your reserve? 
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A. There is,no legal requirement for a reserve in cash; 
the bank is quite free to keep the amount of cash that it 
judges necessary. It is the practical business experience 
of many years which indicates how much cash is needed 
for the day. 

Q. So the cash in hand is merely carried for the neces- 
sities of business? 

A. Yes; this is the point on which the French situation 
is quite different from the American, because in France 
bankers are free to have in their vaults any amount of 
cash they like. In France we have the Bank of France 
which regulates the currency of the whole country, and 
any bank, if it has need for additional cash, may pre- 
sent for rediscount at the Bank of France the bills and 
other commercial paper which it has in its vaults. The 
amount we carry in the Bank of France may vary greatly 
according to circumstances. It is not to our advantage 
to have too large a sum at the Bank, because the Bank of 
France does not allow any interest. 

Q. What per cent of your deposits do you intend to 
carry in cash either in your own vaults or in other banks? 

A. Eight to 10 per cent on the average. The excess of 
deposits is invested almost entirely i in commercial paper 
available for discount with the Bank of France at any 
moment and in “reports” (loans or securities from one 
stock exchange settlement to another). 

Q. You have nearly 10 per cent in this statement? 

A. That is perhaps more than we need. It is a matter 
of practical experience. There is no legal proportion. 

Q. Will you describe the character of the items consti- 
tuting your portfolio of bills discounted which amount to 
about $211,000,000? 
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A. The bills discounted are commercial or industrial 
bills, representing normal transactions and bearing satis- 
factory signatures as drawers, drawees, and endorsers. 

Q. With two names or more? 

A. Always at least two, often three or four signatures; 
but never only one. 

Q. What is the size of your bills discounted? 

A. It is very variable; the average is perhaps about 600 
francs. 

Q. While you do not accept a bill with one name, you 
sometimes arrange with your customers to extend credit 
to them without guarantee, or without collateral, and 
that appears in your current accounts? 

A. Yes; that is quite right. A small proportion of our 
accounts current is granted without any special guaranty. 
This is what we call ‘‘credits 4 découvert.”’ 

Q. Can you give us an estimate as to the average life of 
bills discounted ? 

A. The average maturity of the paper which we pur- 
chase daily is.about 55 to 60 days.. The average maturity 
of the bills which we hold at a given moment is about 45 
days. It must be borne in mind that our holdings com- - 
prise bills discounted three months ago as well as bills dis- 
counted yesterday. 

Q. Does the Bank of France rediscount bills for the 
other banks in France? 

A. The Bank of France rediscounts all bills when the 
person presenting the bill is admitted to discount and 
when the bills have the necessary three signatures, have 
less than three months to run, and are payable in cities 
where the Bank has a branch. It is not legally obliged to 
discount all bills presented, but, as a matter of fact, 
nobody has ever complained of its way of proceeding. 
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Q. If the Crédit Lyonnais were to take bills to the Bank 
of France for rediscount, would the Bank of France 
scrutinize those bills beyond the number of signatures 
and the time they have to run? 

A. It would scrutinize the number of signatures and the 
time. In every branch of the Bank of France there is a 
committee called the discount committee, which is charged 
to make inquiries as to the quality of the industrial and 
business men of the region, and on their advice those per- 
sons are or are not admitted to discount. When once a 
person is admitted to discount the question of his credit is 
not raised every time that he presents a bill for discount; 
but if he should offer too many bills the Bank would doubt- 
less call his attention to the fact. In practice no one has 
ever complained that the Bank of France would not dis- 
count a normal bill presented by a proper person. 

Q. As a matter of fact, bills offered by the Crédit 
Lyonnais would not be investigated very carefully? 

A. No. 

Q. You regard that item of bills discounted as your 
practical reserve because of your ability to rediscount the 
bills at the Bank of France? 

A. Yes; bills discounted and cash are, for an establish- 
ment such as ours, the most essential part of our liquid 
assets. 

Q. Does the Bank of France often discount for private 
parties, or do most of their bills come from the credit 
societies? 

A. The Bank of France discounts both for individuals 
and for credit societies; we do not know exactly in 
what proportion. But, in either case, there must be three 
commercial signatures—those of the drawer, the drawee, 
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and the endorser. In place of one of those signatures, 
however, stocks or bonds may be deposited as security. 

Q. Let us take up the question of discount rates. Do 
your large banks follow the Bank of France rate? 

A. We have two discount rates in France—that of the 
Bank of France, which is the official one, and then the 
rate outside of the Bank of France. At the present 
moment our discount rate i8 1 per cent, the official 
rate being about 3 per cent. | 

Q. Does the Bank of France ever loan below its pub- 
lished rate? 

A. No; it never does. 

Q. In this item are there to be found only bills dis- 
countable at the Bank of France? 

A. Yes, in the main; but some bills are drawn on places 
“not bankable,”’ and those we call ‘‘ papier deplacé.”’ 

Q. Included in this item are certain public securities. 
Are these French rentes? 

A. No; only treasury bills. They are like your New 
York city revenue bonds. 

Q. Have you actually in this very item any New York 
revenue bonds? 

A. Yes; they are temporary bonds in anticipation of 
revenue, repayable in one or two months. Also, we have 
treasury bills of foreign countries. 

Q. How many New York City revenue bonds do you 
carry? 

A. Sometimes two or three million dollars. 

Q. What proportion of your portfolio is commercial 
paper? 

A. It is almost entirely commercial paper. The pro- 
portion varies, but it is always very largely commercial 
paper. 
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Q. It is not} I believe, the policy of your bank to buy 
public securities in large amounts? 

A. No; our idea is to buy all the commercial paper that 
we can get. That is our business. At present it is 
almost impossible to get any commercial paper because 
business is so slack; therefore, we are obliged to go outside 
and buy treasury bills. 

Q. Do not the French public own most of the French 
rentes? 

A. Yes. 

Q. You show about $57,000,000 of loans on collateral. 
What classes of securities are accepted for these loans? 

A. Government bonds, railroad stocks, mining stocks 
like the Transvaal stocks, etc., etc. Weadvance money on 
every sort of security that is good, whereas the Bank of 
France is restricted in this regard, only being able to lend 
on French government securities, on French railroads, and 
on certain securities issued by the departments, communes, 
and municipalities. The main thing with us is the man or 
institution to which we are lending. We pay at least as 
much attention to that as to the security. 

Q. How much margin do you require, say, on a rail- 
road bond? 


A. For a French railway bond about 20 per cent; in — 


general, 30 to 4o per cent; it depends upon the collateral, 
upon the individual to whom the loan is made, and upon the 
condition of the market. The better the individual and 
the better his collateral, the less margin is asked; but we 
always require at least 20 per cent. That is the margin 
that is required by the Bank of France for the securities 
upon which it is authorized to lend. 
Q. Are these loans made mostly in Paris? 
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A. An important part is made in Paris, but all of our 
branches make such loans. 

Q. Do you loan to stock brokers generally? 

A. We use large sums on the Bourse for operations called 
“reports,” and for which one of our guaranties is the 
broker through whom the transaction is made. On the 
Paris Bourse all brokers are responsible for each other. 

Q. Will you please describe the transaction called 
a"eeport??? 

A. A “report” consists of a purchase of a security for 
cash and a sale on account simultaneously through a 
broker on the exchange. The difference between the 
price of the purchase and the price of the sale for future 
delivery covers the interest for carrying and the profit to 
the bank. For certain securities which are not quoted on 
the Bourse the purchase is made through the ‘‘coulisse’”’ 


(on the curb). ~ 


Q. How does the rate on loans compare with that on 
bills? 

A. It varies; it depends upon the condition of the Bourse 
and upon the kind of stock or bond given as security. 

Q. Take a first-class bill and a first-class loan of the 
same maturity, what would be the difference in the rate? 


A. Generally, at the Bank of France, the rate for loans * 


on collateral is one-half per cent above the discount rate, 
but in the private banks there is no rule; they fix the rate 
according to the condition of the market. 

Q. But in practice it is customary to charge a little 
higher rate than on prime bilis? 

Gy es 

Q. Do you receive a good many collateral loans from 
small customers? 
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A. Yes. Our loans are greatly distributed. They are 
granted to a great many people. A single loan may be 
made against assorted collateral. 

Q. About what is the average time of these loans? 

A. It varies. They never exceed three months, and 
generally they are granted for a month. 

Q. Accounts current, about $1 10,000,000; will you kindly 
describe that item? 

A. They are credits given to customers and to banks; 
some are given with security and some without. 

Q. When you say security do you refer to guarantors? 

A. We mean either stocks or bonds, or merchandise and 
occasionally guarantors. — 

Q. Are advances made to your customers on their own 

. eredit? 

A. If they have a credit open at the bank, when they 
ask for a certain sum, they are debited for that sum in 
their current account; this is quite a different operation 
from the discounting of a bill. It is called “credit a 
découvert.” 

Q. You have, for instance, a customer who wants to 
borrow 100,000 franes;. you have confidence in him and 
believe he is good; you open an account with him and 
credit his account with 100,000 francs, and that would go 
in that item? 

A. We would not have any book entry for the credit 
of 100,000 frances; only as he gradually avails himself of 
the accommodation the sums for which he draws will be 
debited to him up to the 100,000 frances. 

Q. Are these overdrafts? 

A. Yes. They are overdrafts. 

Q. Well, now to make this clear, I come here and 

“arrange to borrow 100,000 frances to be drawn upon as‘I 
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want. I draw the next day 10,000 franes; you would 
then open an account with me and my account would 
show a debit of 10,000 frances? 

AL Yes: 

Q. So that in fact they are what we would call over- 
drafts; they are funds advanced with or without security? 

A. There would generally be security; it is only with 


very good customers and exceptionally that securities are 
not required. 


Q. What is the distinction between your bills dis- 
counted and your current accounts? 

A. The bills discounted can be rediscounted at the 
Bank of France. They bear several signatures which 
represent as many guarantees. 


Q. What class of people are represented by the ‘“‘comp- 


tes courants,”’ and what by ‘‘avances sur garantie?” 

A. In a general way loans on securities are made to 
individuals; comptes courants are opened to merchants 
and manufacturers, but this distinction is by no means 
absolute. 

Q. Why should merchants borrow on demand? 


A. This class of loans occurs only for a short time during. 


the busy season. Our theory is that every merchant 
ought to have enough capital to go on by himself in normal 
times, but there are times in the busy season—say three 
or four months—when he will need more capital, and 
then he comes to us and we lend him money under this 
item. 

Q. To what kinds of banks do you lend on collateral? 

A. Mostly foreign banks; for instance, banks in New 
Orleans during the cotton season. We do not lend to 
banks in this country under this item, but to a great many 
French merchants. It is not to our interest to lend to 


231 


| 
! 


National Monetary Commission 


French banks» We lend money to foreign banks and 
to French merchants, but never to foreign merchants or 
to French banks. We never lend on real estate. That is 
the business of the Credit Foncier. 

Q. For how long can a credit be opened in account 
current? 

A. For three months at the most. 

Q. Is there any relation between the accounts current 
on the two sides of the balance sheet? 

A. No. 

Q. In your statement you show stocks and bonds 
approximately $1,600,000. Will you kindly describe the 
character of the securities included in this item? 

A. About one-half of that item represents securities 
deposited as a ‘“‘pledge,’’ for instance for our foreign 
agencies; the remainder represents bonds which are to be 
sold to the public who come to buy them, such as bonds 
of the city of Paris, bonds of the Crédit Foncier, and 
generally premium bonds. We purchase new lots of these 
securities, as we dispose of them in order to keep a supply 
at the disposal of the public. 

Q. Do you not usually carry a much larger amount of 
securities than is shown by this statement? 


& A. No. 


Q. Our information is that the Crédit Lyonnais 
always endeavor to have a certain class of securities 
which they can recommend to their depositors, and 
that their recommendation is practically equivalent to 
a sale, and that they sell an enormous amount of secu- 
rities and at times undertake large issues. Can you state 
the largest issue that you have recently purchased? 

A. There are two kinds of such operations; first, when 
the Crédit Lyonnais is alone interested in the operation; 
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and second, when others of the Paris bankers are interested 
with us. The largest recent issue, in connection with 
other bankers, was the 5 per cent Russian loan of 1906 of 
I ,200,000,000 franes ($240,000,000). What is very import- 
ant in our way of floating a loan is that the sales are made 
in small quantities; the transaction is completed in a very 
few days, and each of our customers buys only the number 
of bonds corresponding to his investment requirement. 

Q. As a matter of fact, anything you recommend they 
will buy? 

A. Yes, and even with a very large issue; the bonds do 
not remain long in the market, because in our country 
savings are very extended. Everyone saves his money. 
The small savings of France are the wealth of the country. 
By examining the balances of the accounts of our customers 
we can know whether they want to invest or not, and then 
we endeavor to have stocks and bonds to offer to them as 
they require them, but this is variable, and sometimes we 
might have a large issue, 40 or 50 millions of francs, taken 
by the public in four or five days. 

Q. In America we have large distributing houses, who 
sell bonds throughout the country. Our information is’ 
that the banks here do practically all of that class of 
business and that there are no bond houses; is that so? 

A. In the United States and in France there are 
establishments which make large issues, but in America 
they do not sell stocks and bonds to the customers 
direct; they have brokers who sell to their own 
customers.. In France these investments are made 
through the agencies of large companies, such as the 
Crédit Lyonnais, which extend over the whole area of 
France. This can be done because over the whole of 
France there are savings. Everybody saves here. 
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Q. Do you own all of the securities you sell, or do you 
take orders and buy and sell them on commission? | 

A. The greater part of our transactions are made on 
commission. 

Q. Will you kindly name three or four of your most 
recent offerings? 

A. The Crédit Foncier d’Egypte, the Métropolitain of 
Paris, the Crédit Foncier de France, and le Creusot. This 
year they have been more especially French issues. 

Q. Is the Metropolitan Railway guaranteed by the 
city? 

A. No; it isa private corporation not guaranteed by the 
city. 

Q. Might you offer the securities of a manufacturing 
concern? 

A. Yes; we have, for instance, recently made an issue 
of bonds of the Coal Company of Dourges. 

Q. You sold their bonds? 

A. Yes; and the Creusot bonds—30,000,000 francs. 

Q. Have you a fixed percentage of profit, or do you 
buy them as you can and sell them at a price satisfactory 
to yourselves? 

A. Naturally the commission varies. 

Q. Are you familiar with the requirements of the 
Bourse as to the listing of securities? 

A. There are two markets in France, the official or 
brokers’ market (the broker is an official named by the 
Minister), and the coulisse market (the curb). We will 
furnish you a copy of the rules which are imposed for 
admission to the list in both markets. For admission to 
the official quotation list, the stockbrokers must ask for 
the authorization of the Government. 
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Q. What constitutes your item ‘‘sundries’’ about 
$260,000? 

A. These are expenses incurred up to December 31, but 
concerning the following year. 

Q. In your statement of liabilities you show de- 
posits about $132,000,000, and current accounts about 
$168,000,000. Will you kindly explain the difference 
between these two accounts? 

A. Deposits are sums of money deposited, especially} 
by private people. Accounts current represent the bal-/” 
ances to the credit of business people. e4 

Q. If I come here and open an account with you and 
make a deposit and say I want to transact business with 
you, borrowing money from time to time, and depositing 
and drawing daily, would you put that account in your 
“accounts current ?” 

A. If you were not a merchant, you would have a deposit 
account opened for your daily deposits and drawings. Your 
account could never show a debit balance and the amounts 
which you might borrow would have to be secured by de- 
posit of securities and would be placed under the item 
‘loans on securities.’”’ If you were a merchant, an ac- 
count current would be opened for the requirements of 
your business, and this account could become debtor, as 
explained above. 

Q. Are most of your deposits received from your 
branches? 

A. Paris gives about one-third of the current accounts 
and almost one-half of deposit accounts. 

Q. Do you pay the same rate of interest on deposits and 
current accounts? 

A. No, on deposit accounts one-half per cent, and on 
current accounts it depends on the rate of discount at the 
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Bank of Franct and in the open market; as an average, 1 
per cent under the rate of the Bank of France. 

Q. What is the minimum amount for an account? 

A. There is no minimum amount either for an account 
current or for a deposit account. 

Q. Some of the deposits are on time? 

A. They are all on demand under this heading. 

Q. You do not receive any deposits on time? 

A. We receive deposits on time, we give a certificate 
for them, they are not included in those figures, and 
they are not classed as deposits. 

Q. Deposits and current accounts are payable on de- 
mand? 

A. Yes; on demand. Deposits are made up of sums 
deposited by customers whose accounts are not active; 
they are more in the nature of reserve deposits, whereas 
current accounts represent deposits made by customers 
mostly in active business. 

Q. Do you allow the same interest on deposits in Paris 
that you do in your branches in small country towns? 

A. It is about the same; there are very few differences. 
Local conditions may sometimes be taken into account, 
but the difference is trifling. 

Q. Do you pay interest on practically all of your de- 
posits and current accounts? 

AG wes. 

Q. What do your time certificates, $9,600,000, repre— 
sent? 

A. They are sums deposited with the establishment for 
a certain time. 

Q. What rate of interest do you usually allow upon these 
_deposit certificates? 

A. It varies. 
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Q. Are they ever sold in the market? 

ALING: 

Q. About what is the usual time? 

A. Six months, one year, eighteen months, or two years; 
generally six months. 

Q. You receive money for a period at a higher rate of 
interest? 

A. The rate of interest paid on these certificates is higher 
than for the deposits payable at sight. 

Q. Would you charge a customer having a small 
inactive balance for the stationery you furnish him—his 
check book? 

A. No; only for the stamps. 

Q. Do your acceptances, $25,500,000, represent the bills 
drawn upon you by your customers and accepted by you? 

Ax Yes, 

Q. What is the commission for accepting bills? 

A. That commission varies. It is about one-quarter of 
I per cent; sometimes three-sixteenths per cent. 

Q. For a three-months’ bill? 

A. They are generally for three months. 

Q. Is it customary for the banks to show in their | 
statements the amount of bills that they have redis- 
counted with the Bank of France? 

A. No. 

Q. What is included in the item of sundry accounts of 
about $1,400,000? 

A. Expenses incurred during that year but the payment 
of which will only take place the following year, the redis- 
count on bills, ete. 

Q. How many branches have you? 

A. 266; 54 in Paris and 212 outside. - In 1898 the total 
number of branches, including Paris and outside, was 214. 
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Q. Have mot of these branches been organized by you 
as new branches, or were they established banks which 
were taken over by you? 

A. They have been established by us. 

Q. How are the managers of branches appointed and 
what are their powers? 

A. The managers of the branches are appointed by the 
Council of Administration, and they are empowered to 
transact all ordinary business, but, of course, they are 
controlled by the management of the group of branches to 
which they belong. 

Q. Do you have branches and then subbranches from 
them, or are all of your branches of like character? 

A. Sometimes two or three branches are under the direc- 
tion of a principal branch. 

Q. What is the system of audit and examination prac- 
ticed by the bank in these branches? 

A. There is a special service of inspectors for each group 
of branches, who visit every branch without warning, and 
they examine all the accounts of the branches. These 
examinations of accounts are very thoroughly made. 
Moreover, the central office also sends inspectors who work 
independently of the others. 

Q. Have you branches in many places where branches 
of the Bank of France are also located? 

A. Yes; but our branches are not all in places where 
the Bank of France has branches. The Bank of France 
has been obliged by the law to open branches in the capitals 
of each department, and these capitals are not now all of 
them centers of industry, whereas we have established 
branches wherever there is an industrial center. Thus 
we may have branches where the Bank of France has 


none, or vice versa. 
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Q. Do you find that the Bank of France competes with 
you in any way? 

A. In no way. 

Q. They receive accounts from individuals and small 
tradesmen in the branches, do they not? 

A. Yes; but they do not grant uncovered credits. 
There is no competition between the Bank of France 
and the other banks, because they do not do the same 
kind of business. The Bank of France receives deposits, 
but does not allow interest upon them; it only discounts 
bills with three signatures; it is the bankers’ bank; it acts 
as the regulator of the money market. 

Q. Do its branches receive deposits? 

A. Yes; they receive deposits, without allowing any 
interest. In times when money is cheap the rate of dis- 
count of the Bank of France is rarely below 3 per cent, 
and in the Crédit Lyonnais and other banks the rate may 
be sensibly below that of the Bank of France. 

Q. The rate of your branches is sometimes higher than 
the rate of the Bank of France? 

A. For discounts, rarely. At present it is much below. 
There would be competition between the Bank of France 
and the other banks if the Bank of France had a very low 
rate of discount, but as a matter of fact it does not lower 
its rate. For loans on collateral the Bank of France only 
accepts certain classes of securities, and all other classes 
of securities are left for the other banks. 

Q. Why should the Bank of France have a branch in 
a town where you have a branch? 

A. The Bank of France is obliged by law to have 
branches in certain places. In many towns there is a 
branch of the Bank of France and also a branch of the 
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Crédit Lyonnais, but the services rendered by the two 
establishments are different. 

Q. Can you tell us what proportion of the bills dis- 
counted by the Bank of France bear the signature of an- 
other bank? 

A. We have no data permitting us to give you that 
information. 

Q. What is the proportion of ‘‘reports’”’ to your ad- 
vances? 

A. It varies very much, according to the rates, money, 
and the requirements of the stock exchange. 

Q. Do you publish the number of the accounts you 
have? 

A. Yes; 458,353, according to our statement for 1907. 

Q. Can you state the number of employees in the Crédit 
Lyonnais? 

A. About 14,000. It varies according to the time of 
year. 

Q. I assume that there is a comparatively small num- 
ber of country checks in circulation? 

A. Yes; very small compared with yours in America. 

Q. If you were to receive a check drawn on the Comp- 
toir d’Escompte of Lyon, would you send it to your branch 
in Lyon for collection, or would you send it to the Comp- 
toir d’Escompte here in Paris? 

A. It would be sent to Lyon. 

Q. Do you use the Bank of France for transferring your 
funds to any considerable extent? If you want to make 
a payment in Rouen would you make it through your 
branch or through the Bank of France? 

A. We often avail ourselves of the Bank of France to 
send funds to our branches; but payments within the city 
are effected through our branches. ; 
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Q. Are all of the important banks in the city of Paris 
members of the clearing house? 

A. Yes; about 13 of the most important. 

Q. How frequently are the clearings made? 

A. Three timesa day. Asa matter of fact, our clearing 
house is not so important as yours in America. 

Q. The clearing houses in the cities of France are in no 
sense a factor; they are merely the machinery through 
which the checks are cleared, are they not? 

A. To our knowledge there is but one clearing house; it 
is in Paris and is merely a mechanism for settling balances. 

Q. Are there statistics showing the aggregate amount 
of deposits and liabilities of banks that are members of 
the clearing house? 

A. No. It would be impossible to prepare them, be- 
cause there are private banks that are members of the 
clearing house who do not publish any balance sheet. 

Q. Are you examined at any time and in any way by 
the Government? 

A. No. The control of the Government is limited to 
the supervision for taxes, to which every company is 
subject. 

Q. What dividenc do you pay? 

A. Fifty-five francs for a share of 500 francs. The par 
value of the stock is 500, so that the dividend is equal to 
II per cent. 

Q. What is the market value of your stock to-day? 

A. 1,206 frances, coupons detached. 

Q. On about a 4% per cent basis? 

A. Yes; about that, from which taxes must be deducted 
(except the stamp tax which is borne by the company, 
unless there is an agreement to the contrary). 
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Q. The stockholder receives 11 per cent on the par value, 
and from that*he has to pay to the Government a tax? 

A. Yes, there are three taxes: A \ stamp ta tax of 0.06 per 
cent on the par value of the share; an income tax of 4 per 
cent for a share paying 5 per cent—this would be 20 cen- 
times per cent; and the transmission tax, which is a tax 
collected on sales and purchases. It is paid when there is 
a change of ownership in the registered shares, and its 
amount iso.75 percent on the transferprice. It is collected 
yearly on the ‘‘bearer’’ shares at the rate of 0.25 per cent 
of the average market price during the preceding year. In 
case of bonds issued below the par value there is a fourth 
tax on the premium of reimbursement; that is, the differ_ 
ence between the issuing rate and the nominal rate, which 
is paid once for all at the time of reimbursement. It is 4 
per cent of the difference. All these taxes are collected 
on foreign securities, issued by towns or companies, and 
that is one reason why American securities are not easily 
introduced in our markets, because they must pay all of 
these taxes, and that makes it a large charge. 

Q. A stockholder, owning one share of your stock, would 
receive 55 francs at the end of the year; he would have to 
pay to the Government approximately 5 francs? 

A. The stamp duty is generally paid by the company; 
the income tax is at the charge of the shareholder. The 
dividend for 1907 was 55 francs, or for a bearer share net 
50.47 francs, and net 52.80 for a registered share. 

Q. Approximately, what taxes does the Crédit Lyonnais 
pay? 

A. The tax on real estate (impét foncier); the tax on 
windows and doors; the license tax (impdt sur patente); 
the tax on its shares. The Crédit Lyonnais, as well as 
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any other company, pays in advances the taxes due by its 
shareholders (for instance, the income tax on shares and 
bonds), and deducts the same from the coupon, as all other 
companies do. 

Q. In New York a bank pays about 1 per cent on its 
capital and undivided profits. Have you in mind the 
percentage that the total taxes aggregate? 

A. No; but the total of taxes paid by the Crédit Lyon- 
nais certainly represents a larger amount. 

Q. Your relations with the Bank of France are very 
{ntimate and cordial, are they not? 

A. Yes. 

Q. Is that true with all the banks in France? 

A. The Bank of France is quite impartial; it gives no 
preference to anyone; there is no favoritism. 

Q. What would you say are the particular functions of 
the Bank of France aside from the note issue? 

A. It regulates the rate of discount and in the exercise 
of its functions it automatically distributes the money in 
the country where it is required, and this réle is perhaps as 
important as that of regulating the rate of discount. The 
Bank of France discounts bills in every part of the country, 
and it gives notes, gold, and silver in the proportions that 
they are wanted in every part of the country. It is the 
public itself which indicates the distribution of the money 
in France by presenting bills for discount, and by asking the 
Bank of France for the kind of money it needs, and turning 
in the kinds it does not need. The Bank of France does 
not assure the distribution of the small coins, and it often 
happens that this small money is insufficient in different 
parts of France, but this has never been the case for other 
currency, viz, notes, gold, and silver. 
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Q. Your fraetional currency is issued by the Mint? 

A. Yes; and is sent to the provinces by the Govern- 
ment, and it is sometimes difficult to know what amount 
will be required. 

Q. Which is the most important factor in taking care 
of the business requirements of the interior of France, 
the large Paris banks through their branches or the 
private country banks? 

A. In most towns the branches of the important Paris 
banks are more important than the private banks. With 
their whole network of branches they have equalized the 
rate of discount for the whole territory. 

Q. Is the banking system of France centralized in 
Paris? 

A. Yes, as far as the management of the great financial 
institutions is concerned; but there are several important 
banks in certain industrial centers. 

Q. Have there been any suggestions of change in the 
system of the Bank of France, or is it regarded as satis- 
factory? 

‘A. We regard it as the best system in the world. 
O. What proportion of the business of France is done by 
checks and what by actual money? 

A. I do not know. 

Q. I understand none of the farmers or peasants will use 
checks? 

A. The use is extremely rare. 

Q. How about your tradesmen all through the small 
towns, and the doctor and lawyer and professional man; 
would they draw the money out and pay their bills in cash? 

A. Certainly; most of them. 

Q. How about the pay rolls of manufacturers? 

A. Always in money. 
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Q. How do you pay your own employees? 

A. Always in money. 

Q. When you establish a branch in a small town, you 
generally find a local independent bank there. Can this 
local bank compete with you? 

A. There are certain places where the private banks 
have kept on, but the tendency is for the private banker 
to disappear. We take small sums and have numerous 
branches. One great distinction is that the private 
bank is always in the hands of a family. A man who 
originally starts a private bank may be a good banker, 
financier, and business man, but it does not always 
follow that his son, who in all likelihood will inherit the 
business, will be capable of running it. Our joint stock 
banks do not go from father to son, but are always under 
efficient management. 

Q. What proportion of your own payments are made 
in gold? 

A. A very small proportion. The people prefer notes. 

Q. Do the French people hoard money as much as 
formerly? 

_ A. No; it is becoming more the custom to put money 
in the banks. Thirty years ago they kept the money at 
home. 

Q. Then people are hoarding money less as banks and 
branches increase? 

AS Yes. 

Q. Have you ever had any runs on any of your branches 
by depositors? 

A. Several times, particularly when there was a panic 
here many years ago, caused by the failure of the Union 
Générale. In 1889, when the Comptoir d’Escompte 
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failed, the people drew out 80,000,000 francs from our 
bank, but the next day they brought back 120,000,000 
francs. 

Q. Are there any small joint stock banks in the small 
towns? 

A. In the small towns there are very few. 

Q. How about the larger cities, like Lyon? 

A. There is one in Marseille and one in Lyon, but the 
business is comparatively small and there are no branches. 

Q. Do merchants and manufacturers in the small 
towns favor the branch banks, or do they prefer the 
local banks? 

A. The field covered by the two is entirely different. 
The private banks lend on anything—houses, furniture, 
etc. We will not lend on anything that is not imme- 
diately realizable. 

Q. Do you add new capital when you establish new 
branches? 

A. We have gradually enlarged our capital from 200 
million to 250 million francs, and our reserves to 125 
millions, in all 375 millions, but this was on account of 
general business and not on account of the opening of new 
branches. 

Q. Are the managers of your branch banks usually 
people from the immediate locality in which the branch 
is situated, or do you send men from the central office as 
managers? 

A. We generally take our employees from some other 
place than that in which the branch is located. 

Q. Do the three great joint stock banks cooperate in 
the matter of rates of discount or do they have any agree- 
ment or understanding about such matters? 
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A. No; they never consult with each other in any way. 
They are on very good terms, but they do not consult 
together. There is no agreement on rates of discount. 
The mere fact of competition compels each of them to 
offer the most favorable terms possible. 

Q. Would these joint stock banks like to have the right 
of note issue restored to them? 

A. They never had it and they consider that the system 
of note issue by the Bank of France is by far the best for 
this country. 

Q. Is there any sentiment among the people for any 
change in your banking system along any lines? 

A. We feel that the public appreciate the present finan- 
cial organization of their country and do not desire any 
change. The joint stock banks were created for and have 
accommodated themselves to the needs of the people of 
France. 

Q. Do you keep large amounts of money in your 
branches, or is it your policy to bring the money from the 
branches to Paris? | 

A. Our branches keep on hand sufficient cash for their 
current daily requirements. In case of need, they may 
ask us for remittances or rediscount some of the commer- 
cial paper they hold with the branch of the Bank of France. 
We keep one-fourth of all our cash in Paris. 

Q. To what extent do managers of the branches make 
loans on their own responsibility? 

A. Every one of our branches is a complete little bank 
in itself with regulations of its own, and the managers do 
not consult much with the main bank. They are com- 
pletely equipped as banks on their own account. 

Q. Do they keep their own deposits? 
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A. In the country districts they keep an important part 
of their deposits in cash and bankable bills, but in Paris 
they send their money to the main bank. 

Q. Are they able to loan all of their deposits in the 
country ? 

A. There is no relation between their deposits and their 
loans; these loans, that is, advances against collaterals, 
or in account currents, are made almost exclusively with 
our capital, our reserves and the time deposits: We dis- 
tribute these funds to our agencies according to the require- 
ments of their clients. 

Q. The elasticity in your system is furnished by the 
note issue of the Bank of France? 

A. Yes; the Bank of France is the basis of our banking 
system, and banks to rediscount, our organization presents 
a maximum of safety. 
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d’Escompte. 


COMPTOIR D’ESCOMPTE. 


Q. One of the things that we have in mind is to inquire 
in regard to the character of the business done by your 
branches. What kind of advances or loans do you make, 
and to what class of people, and what is the general aver- 
age rate which you charge them? Do you advance money 
in your small agencies or branches to farmers? 

A. To farmers? No. 

Q. To small tradesmen? 

A. Yes. We are especially a discount bank and our 
customers are mostly commercial people engaged in com- 
merce and industry, so that our principal business in our 
branch offices consists in discounting commercial paper, 
in making advances against securities, goods, or ware- 
house receipts, or sometimes giving blank credits to our 
customers for commercial requirements. 

Q. Do you require those to whom you make advances 
to keep an account with you; i. e., to have a certain 
amount on deposit? 

A. They are customers who deposit with us all the 
year round. It is not usual in France to keep a certain 
amount on deposit without interest. 

Q. Do you charge those customers for the turnover, as 
they do in England? 

' A. We generally do not charge a commission for the 
turnover. The terms of our advances are above the rate 
of the Bank of France—1 to 2 per cent above the bank rate; 


249 


National Monetary Commission 


when the bank ‘rate is 3 per cent, we would charge 4 to 5 
per cent. I may mention that the Bank of France has 
two different rates—the rate for discounting commercial 
bills, which is now 3 per cent, and the rate for advances on 
securities, which is now 4 per cent. The Bank of France 
advances on government securities or railway bonds 
guaranteed by the French Government. We are not lim- 
ited, as the Bank of France is, and we advance as well on 
foreign stocks. On the basis of that kind of security we 
charge somewhat more than the Bank of France. 

Q. Would you charge a small tradesman, say, in one 
of your smaller branches a higher rate of discount than a 
man to whom you were advancing a large sum in Paris? 

A. There might be a small difference, but not much. 
The Bank of France admits only for discount commercial 
bills with three signatures—the drawer, drawee, and an 
indorser; private banks like ours accept two names on 
bills, only the drawer and drawee, and the bill is drawn 
to our order, so that we have only two signatures when 
the Bank of France requires three; we add the third signa- 
ture if we discount the bill at the Bank of France, so in 
addition to the Bank of France’s discount rate we add a 
commission of our own for the service we render in indors- 
ing the bill, 

Q. Take the account of a small tradesman who does 
not borrow; his account is not a very large or very active 
one; when you receive that account do you arrange that 
he shall pay you a certain percentage on his turnover to 
compensate you for carrying that account? 

A. Generally we do not charge any commission on the 
turnover of simple deposits in current account. 

Q. But do you pay him any interest? 

A. A very low interest. 
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Q. How much? 

A. Our rule is from one-half of 1 per cent to 1 per cent 
or call money. 

Q. That is, money payable on demand? 

AS Ves: 

Q. Is that the same in the country as in the city? 

A. Asa rule, yes; but in the provinces money is some- 
times at a somewhat higher rate because the local private 
banks generally pay somewhat higher rates, so in the 
provinces we are sometimes obliged to follow the private 
banks in paying a better rate of interest. 

Q. Is it customary for you and for other banks in 
France to charge your customers for the check books 
that you give them? 

A. No; only the stamp duty. 

Q. The deposit account on your statement includes 
two classes. We do not understand the difference 
between them—‘‘comptes de chéque’”’ and “comptes 
d’escompte.” 

A. The comptes de chéques are what you have been 
asking about, sums deposited at call, subject to check 
from private people or commercial people who do not 
discount with us. The comptes d’escompte are generally 
the proceeds of discounted paper, but comptes. de chéques 
are simply deposits. They are put together because they 
are both payable on demand. Comptes courants crédi- 
teurs are accounts with our customers in the provinces 
and abroad. Y ) , 

Q. Subject to check? 

A. Yes; they are the accounts of banks. 

Q. Of French banks? 

A. Ves: 
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Q. But not of mercantile firms? 

A. Yes; mercantile firms abroad, accounts of other 
banks, and foreign firms. 

Q. Are those deposits of foreign firms in your foreign 
branches? 

A. In Paris also. 

Q. Is there any difference in the treatment of those two 
items; are they both subject to payment on demand? 

A. Yes; the accounts of our foreign correspondents are 
ruled by special conditions; we have different terms for 
New York firms for doing their business in Paris. 

Q. You pay interest, I suppose, on some of these de- 
posits? 

A. Yes; as I told you, on simple deposits, which do not 
yield any other sort of profit than the employment of the 
funds, we give from one-half of 1 per cent to 1 per cent; 
comptes d’escompte, which give another profit by the dis- 
counting of bills, are generally treated somewhat on more 
advantageous terms. 

Q. How much do you pay in the provinces? 

A. The same, with some exceptions, as I told you, 
where we are obliged to take into consideration the com- 
petition of the local bankers. 

Q. If the Bank rate should be 4 per cent during the 
whole year, would you probably have to pay more than 
one-half of 1 per cent on deposits? 

A. When the Bank of France rate goes as high as 4 per 
cent the conditions of the market are somewhat abnormal; 
we would be obliged to pay more interest on our deposits. 

Q. Will you explain what is meant by “‘bons a échéance 
fixe?”’ 


A. Time deposits for one, two, or three years. 
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Q. You pay something on them? 

A. We pay up to 2 per cent for one year, 24 per cent for 
two years, and 3 per cent for three years. 

Q. Have you any idea of the proportion of the small 
accounts that you carry? 

A. No: 

Q. Does your general report state the number of ac- 
counts? 

A. Including comptes de chéques, comptes d’escompte, 
and comptes créditeurs there are about 100,000. 

Q. Please explain comptes débiteurs par acceptation. 
Are they bills drawn on you and accepted? Do you 
usually require securities on those acceptances? 

A. Yes, except for first-rate foreign banks. 

Q. Do you charge your customers for accepting their 
drafts? 

A. Yes, a commission; the usual rate is one-fourth 
per cent for three months. 

Q. You loan your credit, you do not furnish them the 
cash? 

A. Our foreign correspondents prefer to draw on us, 
taking our acceptances in place of cash. You see, the New 
York banker who draws on us and pays us one-fourth 
per cent when discounting here gets his money at about 
34 per cent; we would not loan him money under 44 per 
cent. 

Q. Who passes on these securities and where are they 
held? 

A. Generally the securities are held here. We have 
no branch in New York, but we have an agent there who 
passes upon the character of the securities, and sometimes 
they are deposited with New York trust companies. 
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Q. These bills may be discounted here at the Bank of 
France? 

A. Yes; certainly. 

Q. At some of the other banks also? 

A. We discount acceptances of other banks and they dis- 
count bills of ours. 

Q. They would not be likely to be discounted in New 
York, Belgium, or London? 

A. Yes; they might be discounted there. 

Q. What percentage of these bills are of foreign 
origin? 

A. About 75 per cent of them are foreign. 

Q. The first item in your statement of assets is espéces 
en caisse et en banque. Do you make a statement or 
report showing the relative amount of cash in hand or in 
bank? 

A. No; we consider our balances in the Bank of France 
as money. The Bank of France is obliged to give us 
cash or Bank of France notes. 

Q. What is included in the next item—portefeuille? 

A. They are commercial bills of various classes. 

Q. Is the average of bills in your portfolio larger in 
amount than the bills taken by the Bank of France, 
which we understand average 600 to 700 francs? 

A. Our bills average about 500 francs. We get many 
bills at small places in the provinces which the Bank of 


France would not accept. The Bank of France has > 


something like 120 branches, but they are only in the 
larger towns. Our customers discount bills with us in 
the smaller places. 

Q. How small bills do you discount? 

A. For any amount. 
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Q. For 5 frances? 

A. Yes; not for discount, but for collection. 

Q. For instance if a man brings you a 5-franc bill, you 
charge him a certain rate and a commission for doing 
his business? 

A. For cashing the smallest bill in Paris we take 10 
centimes (2 cents), and in the provinces somewhat 
more—25 or 50 centimes, according to locality. 

Q. Take a bill of roo franes, what charge would you 
make for that? 

A. What sort of a bill do you mean? 

Q. A small tradesman’s bill in the country. 

A. We have our regular tariff for that—a copy of which 
I hand you. You will find that the charge varies ac- 
cording to the locality. 


— 
(NoOTE.—The document referred to is a volume of 205 pages, en- 


titled ‘“‘Tarij de Recouvrements’’ and can be found in the files of 
the Commission.) 

Q. Please explain the next item, ‘‘Reports.”’ 

A. Those are practically loans on stock exchange se- 
curities. | . 

Q. What do you charge for these loans? 

A. We charge what we can get; it depends on the 
state of the market. 

Q. Are they on call? 

A. No; from month to month, according to settle- 
ment. 

Q. When are settlements made in Paris? 

A. Partly fortnightly, partly from month to month. 

Q. Are the market rates for bills and for advances 
quoted in your daily papers as they are in New York 
or in London? 
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A. The bank rate is officially quoted. 

Q. You will find in London in all the leading papers 
the market rates quoted, say on sixty-day bills. Do 
the Paris papers quote the market rate in the same way? 

A. There are financial newspapers which quote the 
private rates. 

Q. Are the ‘‘reports’’ amounts paid by you for securities 
purchased by you for account of brokers the sums to be 
repaid to you at settlement time? 

A. Yes; we hold the title to the stock. We buy for 
cash and we sell for delivery at a fortnight; the difference 
represents our interest charge for carrying. The practi- 
cal difference between the “‘reports’’ and the advances 
is that in the first case we are allowed to return other 
stocks than the identical ones that we have purchased, 
while for advances it is quite the contrary. We are only 
the depositaries for the stock, which we are obliged. to 
return at the maturity of the loan. 

Q. What rate would you charge on a guaranteed ad- 
vance to-day? Say, for a period of thirty days; on the 
very highest class? 

A. Four and one-half to 5 per cent. 

Q. If I should come here to-day with a bill of 100,000 
francs accepted by the Crédit Lyonnais to run sixty days 
and also French securities upon which I wanted to borrow 
100,000 francs to run sixty days, what rate would you. 
charge me; would it bedifferent on these two transactions? 

A. There is a very great difference in our appreciation 
of the two kinds of business. If you discount with us a 
bill which in case of need we can rediscount and give to 
the Bank of France, we charge the rate of the Bank of 
France because we have-the means of obtaining the 
money which we advance to you by rediscounting, so the 
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maximum of the charge is the official rate of the Bank of 
France—3 percent. But on the other kind of business, 
when you want to get money against securities on the 
condition that we must wait until the maturity of your 
loan to be paid back we should charge at least 4 per cent. 

Q. We shouid like to see some of the actual bills in your 
portfolio—particularly the small ones. [After examining 
the portfolio.] We find here a bill of 50 francs not accepted 
by the person on whom it is drawn. 

A. It is too small an amount. We do not, as a rule, 
present bills for acceptance below 500 francs. 

Q. Then that really is as yet but a one-name bill? 

A. It may become a two-name bill, but as yet it is but 
a one-name bill. 

Q. Hereis a bill for 10 francs running about two months. 
Is the drawer a customer of yours? 

ao Ves, 

Q. At what rate of discount was that bill taken? 

A. The minimum charge is 25 centimes. 

Q. And this box only contains the Paris bills? 

A. There are 150 boxes which contain bills, Paris and 
country. 

Q. You do not keep the bills of the branches here? 

A. No; only for Paris. 

Q. Do you buy bonds and stock for your customers 
when they want them? 

A. Yes; charging a very small commission. 

Q. You have your representatives on the Bourse? 

A. Yes; we transmit the orders of our customers to the 
stockbrokers.. 

Q. We found that the Deutsche Bank, at Berlin, had 
about 50 representatives on the Bourse. 

A. We have only two or three. 
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Q. Effets,a l’encaissement. What are these? 

A. They are bills for collection; bills which we send for 
collection to private bankers in the country; abroad, too. 

Q. Is it your practice to charge to your correspondent 
the bill when you send it or when it matures? When you 
send a bill for collection to South America, on the day 
that it matures do you then charge it to your correspon- 
dent and credit your bills discounted? 

A. We charge our correspondents when the bill is posted 
to them; we must take it out of our portfolio, so we have 
a special division called ‘‘ Bills sent for collection,” which 
is included in the item ‘Comptes courants débiteur.”’ 
It is the contrary of what you have seen in comptes 
courants créditeurs, who owe us money. 

Q. The next item is ‘‘Rentes, obligations, et valeurs 
diverses.”’ 

A. They are securities belonging to us. 

Q. They are largely government securities, I suppose? 

A. Chiefly; yes. 

Q. Have you stock in other banks which you control? 

A. We are interested in the Banque de 1l’Indo Chine, 
which is an issue bank in the French colonies, but we do 
not control it; we hold a certain amount of shares. 

Q. Are there any other banks which you control? 

A. No. 

Q. You have not been in the habit of buying up other.» 
banks? 

A. No. The system here is to establish agencies of 
our own; the Germans, on the contrary, control other 
banks in order to arrive at the same result, viz, to get as 
much influence as possible throughout the country. We 
try to come to the same result by establishing our own 
agencies. : : 
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Q. Is that true of the Crédit Lyonnais? 

A. The Crédit Lyonnais and the Société Générale 
have the same system. 

Q. Please define the next item, “‘Participations finan- 
cieres.”’ 

A. This is our interest in foreign loans which are not 
yet wound up. 

Q. Do you do any underwriting business? 

A. Yes; for instance, we took an interest in the New 
York and New Haven bonds and at the end of December 
' the business was not yet settled, so we still have an 
interest in that business and the money invested in those 
bonds is included in that item. 

. That might include stocks also? 

. No; we only deal in bonds as a rule. 

. You do not engage in industrial enterprises? 

No. 

. What is the item ‘“‘Agences hors d’Europe?”’ 

. They are our foreign agencies; we have agencies in 
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Madagascar, Tunis, Belgium, England, Egypt, and Aus- 
tralia. 

Q. Is it usual for large banks in Paris to confine their 
underwriting operations to bond syndicates? 

A. Yes; banks receiving deposits, such as the Crédit 
Lyonnais and the Société Générale, do not usually partici- 
pate in syndicate operations covering the shares of indus- 
trial concerns; other banks, such as the Banque de Paris 
et des Pays-Bas, do so, but they are not deposit banks. 
They have more liberty to engage their own capital in 
any enterprise. 

Q. You are not restricted by law in doing any business 
you please? 

A. No; it is ‘only the custom and rules of our society. 
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Q. These industrial and commercial companies whose 
coupons you pay are not necessarily those whose bond 
issues you sell? 

A. No; they are customers of ours. 

Q. Do you handle the bonds of industrial companies? 

A. Yes. 

Q. What institutions in Paris would take an interest, 
for instance, in London Underground Railway enter 
prises? What class of banks? 

A. It is more in the line of the Banque de Paris et des 
Pays-Bas or the Union Parisienne. 

Q. What class of institution in Paris would subscribe to 
the Brazilian coffee loans? 

A. If it is a government loan which interests the credit 
of Brazil it might be presented to any bank in France; 
up to the present time the Rothschilds have been the lead- 
ing firm for Brazilian bonds, and lately the Société Géné- 
rale and the Banque de Paris et des Pays-Bas have taken 
an interest in them; but we have never dealt in Brazilian 
loans. ; 

Q. If there were a large industrial corporation in France 
which wanted to develop its business and issue bonds upon 
it, and if they were customers of yours of unquestioned 
financial standing, would you take their bonds and sell 
them? 

AG Wes: 

Q. But not their stocks? 

A. If they were a well-known concern we would sell 
their shares too; we have done so. 

Q. Is there cooperation between the large banks? 

A. We meet very often and often have common inter- 
ests in business. 
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Q. Do you, in a sense, divide the field? I suppose you 
have a certain field in which you do business and other 
banks do not; Turkey, for instance? 

A. Turkey is reserved for the Banque Ottomane. 

Q. Take the electrical business, for instance? 

A. As far as we are concerned we are connected with 
the Thomson-Houston; and it is natural if the Thomson- 
Houston and their friends any have business to do, that 
they deal with us. 

Q. Do you make a statement monthly? 

A. Yes; monthly. 

Q. Are you required by law to do so? 

A. Not by law, but it is our custom. 

Q. You have a commission of control. By whom are 
they elected? 

A. They are elected by the general meeting of share- 
holders. 

Q. Some banks have examiners called ‘‘censors.”’ 

A. We have also something like that; we have the com- 
missioners named by the shareholders, who verify the 
accounts once a year, but as we found that was not 
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sufficient we have, instead of ‘‘censors,’”’ what we call-a 


, 


“Commission de controle,’’ who meet every week and 
examine our books; they are appointed by the general 
meeting from year to year, and are paid by the bank. 

Q. There is no government supervision of your bank? 

A. No. 

Q. There is nothing in the law which restricts you to 
any class of investment? 

A. No. 

Q. And nothing that requires you to keep any reserve; 
that is, any amount of cash as against your liabilities? 

A. No. 
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Q. How are the managers of the bank elected? 

A. They are elected by the board; the board is elected 
by the shareholders, and the board elects the managers, 
who remain in office during the pleasure of the board. 
Q. Are your shares fully paid up? 

AE eS: 

Q. Have the shareholders any further liability? 

A. No. 

Q. What is the par value of your shares? 

A. Five hundred francs. 

Q. What is the character of the shares? Do you know 
who your shareholders are? 

A. We know a great many of them, but not all. We 
have both registered shares and bearer shares. 

Q. You know in a general way where the control is? 

A. At the general meetings we know generally where 
30 per cent or 40 per cent of our shares are. About 20 
per cent are registered. 

Q. Do the bearer shares have to be deposited for 
voting in advance of the meeting? 

Ax Ves. 

Q. How many shares give the right to one vote? 

A. Every ten shares have one vote. 

QO. Is the Bank of France your principal reliance in 
case you need money? Do you think it necessary to 
carry any additional reserve? 

A. Under our French system we consider the commer- 
cial paper we keep in the portfolio a cash reserve, as we 
can rediscount it at the Bank of France. We know the 
Bank of France will discount these bills and thus enable 
us to convert the bills instantly into cash; this is the basis 
of the French banking system. 
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Q. In case you want to transfer money, say from 
Marseille to Lyon, would you do it through your own 
branches or through the Bank of France? 

A. Generally through our own branches. It might 
happen that we would apply to the Bank of France if we 
have a special payment to make at Marseille or Lyon 
in order to avoid sending bank notes. 

Q. But under ordinary conditions you make the transfer 
yourselves? 

A. Yes; of course the Bank of France can make the ~ 
transfer. The Bank of France does not receive money 
here in order to pay in cash at Lyon; but if you bring to 
the Bank of France bills to be discounted for a million of 
francs the Bank of France is as willing to pay you at 
Lyon as at Paris. If our agencies are not well supplied 
with funds, we apply to the Bank of France to transfer. 

Q. Are you familiar with the transfer business of the 
Reichsbank? 

A. The Bank of France does the same thing when the 
proceeds of discounts of paper are to be transferred. 

Q. The Reichsbank transfers for everybody. 

A. The Bank of France does it for everybody who 
discounts bills. 

Q. But this method of transfer is not employed to the 
same degree in France? 

A. As the important business of France is transacted 
in Paris, and as the principal houses have their accounts 
there, transfers are not as frequent in France as in 
Germany. 

Q. Outside of Paris it happens that you have branches 
at many of the same places as the Bank of France; is 
there competition between the branches of the Bank of 
France and your own branches? 
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A. No; the Bank of France does more rediscounting 
than discounting, and the Bank of France also has more 
conservative rules than the other banks. We may lend 
under the Bank of France rate, so our clients have an 

interest in keeping their account with us. 
| Q. You do not consider the Bank of France as an 
active competitor? 

A. No; competition is greater with the Crédit Lyon- 
nais and with the other private banks than with the Bank 
of France. 

Q. Are there many independent private banks in the 
country? 

Rio Ves. 

Q. Take a private bank in Lyon, where do they carry 
their cash in bank? 

A. With the Bank of France. 

Q. If it were not for the Bank of France, perhaps they 
would keep their reserve with you? 

A. Possibly. We are on good terms with the private 
banks, but they do not like us to know who their cus- 
tomers are. 

Q. Then the bank reserves of the banks in all parts of 
France are carried with the Bank of France? 

Ap Yes: 

Q. Do any banks have an account with you? 

A. We have business relations with them. They send us 
their bills for discount, but they do not leave the money 
on deposit. 

Q. You do considerable rediscounting of bills, I take it? 

AsiVes. 

Q. At a lower rate than the Bank of France? 

A. Frequently. 
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Q. Is the development of branches a matter of recent 
times? 

A. Yes; we began the system of establishing branches 
about twenty years ago. 

Q. You had, however, from the start a number of 
branches? 

A. No; for a long time we had only two or three 
branches, at Marseille, Lyon, and Nantes, and about 
twenty years ago we saw that we must develop our sys- 
tem of branches. 

Q. Are there any statistics in existence which show the 
total amount of deposits in all the banks of France? 

A. No; but you will find that some of the large banks 
publish monthly statements. 

Q. Are there any other institutions that you would call 
government banks, except the Bank of France and the 
Crédit Foncier? 

A. No. Wehave large private deposit banks, the Crédit 
Industriel, Crédit Lyonnais, Société Générale. The Banque 
de Paris et des Pays-Bas, and the Banque del’Union Pari- 
sienne are business banks ; and there are country banks 
such as the Crédit du Nord and others. 

Q. Are there clearing houses in France? 

A. Yes; we have a clearing house between the banks 
here. 

Q. In various parts of France? 

A. No. 

Q. Is the Chambre de Compensation here connected 
with the Bank of France? 

A. No; the Bank of France is a member of the Cham- 
bre de Compensation, and every morning the members 
meet and make exchanges. 
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Q. Is there any agitation in France for a different sys- 
tem of note issue? 

AS No. 

Q. The people are contented? 

A. Yes; they are satisfied with the monopoly of issue 
in the Bank of France. 

Q. Is there no disposition on the part of the other banks 
to acquire a right to issue notes? 

A. No. 

Q. Your monopoly system is satisfactory to the people 
of France and to the banks? 

Bie Ves: 

Q. Are the relations between the Bank of France and 
the other banks cordial? 

A. Yes; very cordial. 

Q. In case you rediscount bills at the Bank of France, 
what entry do you make in your accounts? 

A. It does not appear any more in our statements. We 
do not publish any items which are no longer included in 
our balance. 

Q. What dividend do you pay? 

A. Six per cent. 

Q. What is the character of your surplus? You have 
reserves, supplementary reserves, special reserves, etc.? 

A. They are reserves accumulated from the earnings 
and from the issue of shares. When we increase our 
' capital we generally ask the new shareholders to pay a 
premium, and that premium is the special reserve fund. 

Q. What is the statutory reserve? 

A. We are obliged to put 5 per cent of the earnings 
in the legal reserve, which can not be divided unless 
there is a loss. 
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Q. Do you include the bank buildings in the undivided 
reserves? 

A. No; we have put aside 1,700,000 francs in order to 
reduce the book value of our buildings; it is a sort of 
sinking fund. 

Q. How many employees have you? 

A. Including the country, something like 5,000. 

Q. Have you a pension system for your employees? 

A. Our clerks consent to a rebate of 5 per cent on their 
salaries, and we duplicate this rebate by a voluntary con- 
tribution, in order to constitute a pension fund; it 
amounts now to about 7,000,000 francs. 

Q. If a new bank were to be organized here, would it 
be admitted as a member of the clearing house? 

A. Certainly. 

Q. You have no new banks except the Union Pari- 
sienne? 

A. There is also the Banque Francaise, managed by 
Mr. Rouvier, who formerly was Premier. 
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Interview with M. Moret, Manager of the Banque de Paris et des 
Pays-Bas. 

Q. We assume that your business is in many respects 
quite unlike that of the other joint-stock banks? 

A. Yes; in some respects. 

Q. What is the difference? 

A. The Société Générale, Crédit Lyonnais, etc., receive 
deposits from the public; they invest these deposits and try 
to make the most of them, paying a small rate of interest 
on them; they also loan money on commercial paper which 
can be rediscounted at the Bank of France. Here we are 
more a business bank; we do not care for deposits from 
the public; we work with our own money, with the money 
which is the capital of the bank, and we are occasionally 
assisted by the capital of the directors, the people who sit 
around this table, who are all rich people and some of 
them bankers. As a rule we do not receive deposits from 
the public. 

Q. But you do receive some deposits? 

A. We receive the deposits of big companies which we 
have created or promoted or whose stock we have issued— 
they are our customers—but we do not receive deposits*” 
of small accounts from the public. 

Q. What is your capital? 

A. Our statement showed a capital of 75,000,000 francs 
and a legal surplus of 6,250,000 francs on December 31, 
1907. We have special reserves, 21,250,000 francs, and 
provident or sinking funds of 36,300,000 francs. : 
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fa So that in fact you have practically 150,000,000 
francs ($30,000,000) capital and surplus? Are these re- 
serves (surplus) earned from the profits of the business? 

A. Yes, with the exception of 21,250,000 francs, which 
is the premium paid on the new shares of the bank issued 
lately. 

Q. By whom are the acceptances mentioned in your 
report drawn? 

A. By big companies and big societies. 

Q. You are organized under the same laws as the gen- 
eral joint stock companies in France? 
Yes. 
. Have you a special charter? 
. No; only state institutions have a special charter. 
You make an annual statement to the shareholders? 
Yes. 
. And you are not examined by the Government in 
any way? 
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A. We are examined by people appointed by the stock- 
holders, who are called commissaires. 

Q. You have current accounts—190,000,000 francs? 

A. They are current accounts from big societies or — 
governments. 

Q. Can you give us an idea of these societies? 

A. They are manufacturing concerns, railway com- 
panies, big organizations of any kind. 

Q. You have no government deposits? 

A. No; we have nothing from the Government. 

Q. Is most of your business conducted in France? 

AXES, 

Q. But you have a considerable foreign business? 

A. We have connections all over the world, and very 
often we take an interest in business done abroad. 
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Q. Do you operate more particularly in one part of the 
world than in another? 

A. No. 

Q. The item “branches,” 66,900,000 francs, what does 
that mean? 

A. We have branches—one in Brussels, one in Amster- 
dam, and one in Geneva. The amount named repre- 
sents the capital assigned to these three branches and 
deposits from customers. 

Q. You have three branches? 

A. Yes. 

Q. Have you any subbranches in Paris? 

A. No; we have no branches in Paris or in France. 

Q. Among your assets you show cash in vault and at 
the Bank of France, 17,000,000 francs. Do you show 
the amount of cash in your vault and the amount of your 
balance at the Bank of France? Do you separate these 
items? 

A. No; we have very little cash on hand in our vault; 
all our cash is in the Bank of France; if we want money 
we send to the Bank of France and we have it at once. 

Q. Do you endeavor to carry any special amount at the 
Bank of France? Or are you indifferent as to the amount 
of balance you have there? 

A. We always calculate what sum each day will be likely 
to be withdrawn; besides which we always have a larges 
amount of commercial paper which we could rediscount 
at the Bank of France at once. Therefore we keep just 
enough cash in vault to meet any checks which may be 
presented. 

Q. If you were to carry but a very small balance at the 
Bank of France and should go to them with a request 
for a very large discount would they consider the balance 
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that you had carried with them; that is, would they say, 
“We can not extend to you this amount because you are 
not entitled to it?” 

A. No; they would not think of that; they would simply 
look at the commercial paper which we brought to them; 
that paper would always bear at least two signatures 
besides our own signature. 

Q. The Bank of France is practically indifferent as to 
the amount of money you carry on deposit with them? 

A. Entirely. 

Q. We wanted to determine whether the Bank of 
France cares for deposits from other banks; whether 
their business is to accumulate deposits and to employ 
them by discounting elsewhere and therefore make profits 
for their stockholders. 

A. No; that is not the policy of the Bank of France. 

Q. Your portfolio shows commercial paper on Paris and 
on France 46,000,000 francs and foreign bills 26,000,000. 
Are those received from your customers or purchased by 
you? 

A. Both. They are received from customers and we 
discount them. If we have too much money we buy 
through brokers commercial bills, French or foreign. 

Q. Among your assets, what is your comptes courant 
correspondants, 198,000,000 francs? 

A. That is money deposited by us with correspondents 
in current accounts. 

Q. You have these funds deposited elsewhere? 

A. Yes, sometimes. 

Q. Do you mean that in other banking institutions you 
have deposits aggregating practically 200,000,000 francs? 

A. In many places, yes. They are all call or time 
loans or deposits in financial institutions. 
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Q. Why do you carry such a very large amount of 
money in other institutions? 

A. So as to obtain good interest on it. 

Q. That may be in London, Berlin, New York? 

A. Anywhere. 

Q. Do you carry an account in New York? 

A. We lend money to some people there, mostly against 
securities of different kinds 

Q. Are they necessarily loaned to bankers, only bankers, 
or to corporations sometimes, or simply correspondents? 

A. Most of them are loans to bankers. Different kinds 
of loans, some are at sixty days or ninety days. 

Q. So that really that item constitutes balances due you 
from bankers, financial institutions, and large concerns? 

pe Yes. 
. Industrial corporations? 
. Not often. 
. On securities? 
. Yes; most of them. 


0 PD PO 


. You are not restricted in any way as to the character 
of the undertakings you may make? 

A. No; we can do as we like. 

Q. Do you specialize in practice or do you consider 
propositions of various kinds? 

A. All sorts of propositions, railway building, harbors, 
tramways, electrical enterprises, etc. 

Q. Is it your practice to take entire issues of securities 
and then offer them for sale? 

A. Very often, more for provincial and government 
loans. 

Q. Is it your practice to handle securities listed on the 
exchange or unlisted? 

A. We handle them and often get them listed afterwards. 
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Q. Do you usually sell by public offering or through 
various agencies that you have? 

A. We have no special agencies. We sell to the public 
which applies to our offices or sometimes by public sub- 
scription; it depends on the nature of the business. 

Q. Do you sometimes take an interest in business 
such as placing Pennsylvania Railroad and Union Pacific 
bonds? 

Aw Ves; 

Q. Isit not a fact that you are one of the leading factors 
in that class of business? 

A. We have taken some interest in that class of business; 
we have been associated with some of our friends to take 
up such bonds and float them. 

Q. You do not sell your securities as the Crédit Lyon- 
nais does; they have an enormous clientele through their 
branches? 

A. No; we have clients who apply here because they 
know our name; we place our name on the prospectus and 
the public comes to us, but we have no people to pro- 
pose them as the other establishments have, and we 
have not the very numerous branches that they have. 

Q. You frequently act as managers of syndicates 
which might include the other banks of France? 

A. Very often we take the head of syndicates. 

Q. You are the leading bank in that business in France? 

A. They say so. 

Q. Is there cordial cooperation between the banks of 
Paris and of France, generally speaking? 

As Ves; business as a rule is done, when it is a big 
business, with several of these big societies or banks, 
and perhaps with all of them together. 
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Q. What agency is there in Paris that brings the bankers 
together; is it through the clearing house or through the 
business that develops? 

A. There is a kind of clearing house for bankers, but 
it does not amount to much. Checks are not all cleared 
as they are in New York or London. 

Q. Do the bankers meet occasionally to consider some 
general banking situation or do you only meet as busi- 
ness develops? 

A. As business develops, generally. 

Q. There is no agency that brings you together? 

. A. Only if some occasion arises. 

Q. In each of our important cities we have a clear- 
ing house, with a president, who is a banker, and who 
would be the one to call the bankers together if there 
was any important matter to be considered. 

A. We have nothing corresponding to that. 

Q. What influence has the rate of the Bank of France 
upon your rates in the conduct of your business here? 

A. Of course, it is not wholly immaterial to us, but it 
is not of much importance. 

Q. Your business is of a character which would not be 
governed by that? 

A. No; because we have no public deposits. 

Q. Do you carry shares of industrial concerns in your 
business, such as of our United States Steel Company? 

A. Yes, sometimes. 

Q. Are there particular corporations in which you have 
a permanent interest? 

A. Yes; so as to have some control in certain large 
companies. 
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Q. Do you own the shares of any other financial institu- 
tion which gives you a control over them? 

A. No. 

Q. What other institutions of this sort are there? 

A. The Union Parisienne, the Banque Frangaise. 

Q. You are quite an old institution? ; 

A. It was created in 1872 by the union of the Bank of 
Paris and of the Banque des Pays-Bas; the union of a 
Dutch bank and of a Paris bank. 

Q. The other two banks that you mention are of recent 
development? 

A. Yes; only a few years old. The Union Parisienne 
was formerly called the Banque Parisienne, which was 
reorganized and developed. 

Q. What have you to say of the Bank of France? 

A. We regard it as the first bank of the world. Its 
organization, to my mind, is better and more suitable to 
present requirements than the organization of any other 
national bank. 

Q. The management of the Bank of France since its 
organization has been very wise; there has been won- 
derful sagacity shown, it has been conservatively man- 
aged, and therefore it is a great institution. There is 
nothing, however, in the law that requires that it be 
conducted on the lines upon which it has been conducted; 
that is, with bad management your reserves of gold and 
silver might be dissipated, and your note issues might not 
have a coin reserve; the law does not require any kind of 
reserve? 

A. Any institution is to be judged by the way it is 
managed. That is true of all human things. However 
the Bank of France does not issue notes unless such notes 
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have their counterpart either in a certain quantity of the 
capital of the Bank, or in gold or silver deposited in the 
Bank, or in commercial paper which represents goods, mer- 
chandise, going from one part of the world to another part, 
therefore you can safely say that the Bank of France’s 
note has alwaysits full representation, either in capital, gold, 
silver, or goods which are in transportation, and secured 
besides by at least two signatures, and with the double 
standard I say that this Bank meets the requirements of 
modern commerce better than any other bank. ‘The Bank 
of England has sometimes been obliged to borrow money 
from the Bank of France. Our system is more elastic, 
more up to date. 

Q. What is the restriction on the coinage of silver? 

A. It is the restriction which has been made by the 
Latin Union, that the coinage of silver shall not exceed a 
certain amount per capita. 

Q. What do you think of the attitude of the Govern- 
‘ment toward the Bank of France? That is to say, are 
they exacting more and more from it? 

A. I do not think that they exact too much from it. 

Q. They have a loan from the Bank of France of 
180,000,000 frances without interest, and they have re- 
quired the Bank of France to pay over to them 40,000,000 
francs for the Crédit Agricole. 

A. Yes; but that is not too heavy for the Bank of 
France. ~* 

Q. You do not criticise the attitude of the Government? 

A. No; it was the price of the renewal of their privi- 
lege, and the shares of the Bank of France are always 
very high in price; it has not hurt at all the Bank’s 
development. 
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Q. Is the Crédit Foncier a public institution? 

A. Yes, it is a mixed institution; it is at the same time 
a joint stock-company and a society under the control 
of the Government by reason of privileges which the 
Government has granted to it. 

Q. Who are the shareholders? 

A. Anyone; the shares are dealt in on the Bourse. 
The firm capital is at present 200,000,000 francs; the 
shares are issued at 500 francs. 

Q. What dividend do you pay? 

A. We now pay 6 per cent; for several years it was 
only 5 per cent. 

Q. Does the Government receive no income from it? 

A. No; on the contrary, the Government began by 
giving us a subsidy of 10,000,000 francs, which was paid 
to the society in the proportion of one-twentieth of the 
first 200,000,000 frances realized on loans. That was at 
the beginning, in 1852, in order to help us make loans at 
a rate advantageous for that time. This subsidy was not 
renewed, and the State does not intervene now, except 
occasionally to exercise its control. 

Q. Does the company appoint the officers? 

A. The Government appoints the governor and the 
two subgovernors. There must also be three treasurers- 
general among the 23 members of the council of adminis- 
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tration. These treasurers, as well as the other administra- 
tors, are named by the general assembly of stockholders; 
but before presenting their names to this assembly, it is 
customary to obtain the approval of the Minister of 
Finance. 

Q. Are the governors and subgovernors permanent 
officers? 

A. There is nothing in the statutes about that; they 
usually remain a very long time, but it is possible to 
remove them. 

Q. You are the secretary-general. Are you a govern- 
ment official? 

A. No. 

Q. You are appointed by the board? 

A. No; but by the governor, who, according to the 
terms of article 21 of the statutes, appoints and dismisses 
all the officials and attends to organizing the service. The 
governor and subgovernors alone are named by the Gov- 
ernment, though they are paid by the society. 


Q. Do you pay the same taxes as the other banks? 

A. Yes. We are treated like any ordinary bank. We 
have the special privilege of issuing bonds secured by 
mortgages. It is a very complicated system in France; 
there are legal complications which would render it impos- 
sible for any corporation to undertake the business unless 
it had special privileges. 

Q. Are you confined by law to business with mortgages?* 

A. We have two principal kinds of operations—mort- 
gage loans and communal loans. The total business 
of the two branches of operations amounts at present to 
about 4,000,000,o00 francs. Operationson so large a scale 
involve a considerable transfer of funds, and make neces- 
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sary a treasury service requiring, of course, the use of 
banking methods. Our statutes, therefore, recognize our 
right to carry on ordinary banking operations, within 
certain rather sharply defined limits. 

Q. How is your banking business limited? 

A. We are allowed to receive deposits up to a maximum 
of 100,000,000 frances. At least a quarter of these deposits 
must be used in payments in the form of accounts current 
to the treasury or in deposits of securities approved by 
the Minister of Finance. Bills of exchange or commercial 
paper which we discount must not run longer than three 
months, and must bear at least two signatures. 

Loans on securities can not be made except on com- 
munal or land bonds, and on other securities accepted by 
the Bank of France as collateral. Communal loans are 
made without mortgage. ; 

Q. Do you invest in securities other than mortgages? 

A. We employ our deposit funds in discounting com- 
mercial biils on condition that they have two signatures 
and can be presented to the Bank of France; that is to say, 
they must not run over three months. Weare obliged to 
hold 50,000,000 francs of our funds in government bonds 
or treasury bills. We have the privilege of investing our 
surplus funds in securities guaranteed by the Government, 
such as railroad bonds, etc., but as a matter of fact we do 
not take much advantage of that privilege because we 
consider it bad business, as there is always a possibility 
that the price might fall when we needed to realize, and 
we prefer to use our surplus funds in discounting bills, 
although sometimes there might be a larger profit in 
buying stocks and bonds. 
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Q. But at the Bank of France commercial paper to 
be discounted must have three signatures? 

A. But we may take two; we can give our own signa- 
ture as the third. 

Q. You take mortgages on private estates? 

A. Our mortgages may be on houses or on rural prop- 
erty. 

Q. Are your bond issues limited? 

A. The capital realized on bonds in circulation must not 
exceed 20 times the total of the nominal capital in shares. 
At present we have nearly reached the limit. As soon as 
it is necessary we will increase our capital. 

Q. Are you limited in percentage in making mortgage 
loans as to the value of the property? 

A. We can only loan to one-half the value of the prop- 
erty. 

Q. And this is the same for town property, for farms, 
etc? 

A. Except in the case of planted land, such as woods 
and vineyards, which are perishable, where we only give 
one-third. 

Q. Who decides the value? 


A. We have about 60 inspectors who examine property: 


offered for mortgage and make estimates. The reports 
made by these inspectors are examined by a commission 
and submitted to the council of administration, which 
alone has the authority to decide on the amount to be 
loaned. 

Q. Are the 60 inspectors distributed over France? 

A. Most of them live in Paris and travel from there all 
over France. By exception, however, we have several 


280 


Iuterviews — France 


inspectors who live in the provinces, in regions where 
property offers the greatest difficulties to appraise- 
ment. 

Q. Have you branches? 

A. The society is represented in the provinces (1) by 
the General-Treasury Agents and Paying ‘Tellers 
(Trésoriers-Payeurs-Généraux) who are our financial agents 
for receipts, payments, and treasury operations made in 
the provinces on the account of the Crédit Foncier (2) by 
directors of branches, named by the governor (numbering 
76), whose only duty is to solicit mortgage and communal 
loans, and help realize on them. 

Q. Are your rates uniform for all kinds of property? 

A. For mortgages, yes, in a general way the rate is the 
same, with several very rare exceptions. It is a question 
whether this is a good policy; it might be better, perhaps, 
to vary the rate slightly according to the risk and the 
importance of the loan. 

Q. What is the present rate? 

A. Four and one-half per cent for mortgages. But this 
rate is accidental, and it will return to 4.30 per cent as 
soon as the conditions of the money market are improved. 

Q. What is the rate for communal loans? 

A. Three and eighty-five hundredths per cent, but for 
large loans it has often gone down to 3.75 per cent. 

Q. Just what are communes? 

A. Towns, cities, municipalities. In the group of com- 
munal loans we include likewise the loans made to de- 
partments and public institutions, such as almshouses, 


chambers of commerce, etc. 
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Q. Can all, the property in the commune be held for 
the loan? 

A. The commune gives no security; our only security 
is that resulting from the budget regularly voted and 
approved by the proper authorities. 

Q. In America all the property in the territory is liable. 

A. The case has never arisen in France; no commune ‘ 
has ever become bankrupt. 

Q. Does the Government approve the loan before the 
issue of the bond? ‘ 

A. So far as communal loans are concerned, the sanc- 
tion of the prefect, the government, or even the law may 
be necessary, as the case may be, to give the commune the 
right to borrow. 

But in the matter of mortgage loans, the government 
does not intervene; the notarial act which describes the 
mortgage does not require any previous permission. 

Q. But in Germany it is necessary to submit the ques- 
tion of the security and of the sum loaned to a special 
officer of the Government. 

A. We have entire liberty. 

Q. Who decides whether mortgages shall be taken? Can 
the Governor decide without submitting the question to 
the council of administration? 

A. The council of administration decides. 

Q. But in practice is it the Governor? 

A. No; everything goes to the council; there is a meet- 
ing of the council once a week and a list of all loans is sub- 
mitted to it. ; 

Q. Who prepares the list? 

A. This list is prepared by the bureaus of the central 
board of administration, under the supervision of the 
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governors, and according to the reports of the inspectors 
who have appraised the property. 

Q. What is the precise relationship of the stockholders 
to the business of the company? Have they really a voice 
in the administration? 

A. The two hundred largest stockholders meet once a 
year to ratify accounts, vote the dividend, and consider 
the questions docketed for the day of the meeting. But 
the Governor has the right to veto the decisions made. 
The general assembly of stockholders influences the 
management of the company more especially by its right 
to elect the council of administration. 

The Governor also has the right to oppose the carrying 
out of a measure adopted by the council of administra- 
tion, so that he is armed with very considerable power. 
But, of course, he does not use this right of veto except 
in very unusual circumstances, of which only a few 
examples are on record. | 

Q. Is your stock fully paid up? How much is paid in? 

A. It is fully paid and all registered; 500 francs. 

Q. What are they quoted for now at the Bourse? - 

A. Seven hundred and thirty francs; they pay 6 per 
cent dividends. It is an investment at about 4 per cent 
now. 

Q. What is the usual length of time for mortgages on 
real estate? 

A. Our statutes allow us to loan for seventy-five years 
on ordinary rural or city property. In the case of summer 
resorts and certain other property liable to depreciate 
rapidly, for the sake of prudence we do not generally lend 
for more than thirty years; besides, the borrowers always 
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have the right to repay at any time, and they often avail 
themselves of this right, so that the average length of our 
loans is much less—hardly exceeding fifteen or twenty 
years. 

Q. What is the cost for amortization in the long mort- 
gages on property in the country, say, for seventy-five 
years? i 

A. The amortization is spread over the whole duration 
of the loan, so that the total of the interest paid and the 
capital reimbursed forms a constant yearly annuity. 
Under these conditions, the cost of amortization (in 
addition to the annual interest) depends both on the 
length of time of the loan and the rate of interest. At 
the 4.5 per cent rate of interest, the annuity in seventy- 
five years is 4.666 per cent; the cost of amortization in 
this case does not exceed 0.166 per cent; it would be 0.184 
at the 4.3 per cent rate for the same time. 

This seventy-five-year period is too long; the amortiza- 
tion is much too slow during the whole first period of the 
loan. 

Q. What is the actual practice? 

A. Seventy-five years is the actual practice. 

Q. What part of the charge is for rate and what part 
for amortization? 

A. Four and one-half per cent for rate and 40 centimes 
for amortization, approximately. 

Q. But is that the rate for shorter mortgages? 

A. The amortization increases as the period decreases, 
but the interest rate is the same. 

Q. Is there provision for amortization in the case of 
the communal loans? 
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A. It is exactly the same, but communal loans are not 
often for more than thirty years; with the interest rate at 
3.85 per cent, the annuity is 5.65 per cent, so that the 
cost of amortization is 1.80 per cent. 

Q. What do you do with the amortization funds? 

A. The principle of our institution is that the capital 
realized by the issue of bonds shall never exceed the total 
of loans on mortgages or communal loans made by the 
society. We are therefore obliged to use the funds 
accruing from the normal amortization or anticipated 
payments, either to amortize or redeem bonds, or to make 
new loans. 


Q. So you employ your amortization funds to buy new 
mortgages? 

A. Yes; we lend again. 

Q. But you have an account with the mortgagor, in 
which the amount of the amortization appears? 

A. Yes; every mortgagor has an account here in which 
we credit him with sums paid on account of amortization, 
Cte: 

Q. How long do your obligations run? 

A. According to the statutes, our bonds are issued 
without fixed time limit for reimbursing the capital, and 
this provision is a necessary result of the principle that 
the bonds in circulation must never exceed the capital 
still due on loans. 

In practice, when the issues are made, a maximum 
time limit for reimbursement is mentioned in the pros- 
pectus (generally seventy to seventy-five years). Each 
year or half year, at the time fixed in the prospectus, a 
certain number of bonds of each issue are reimbursed by 
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lot. The bonds thus called in are repaid at par or with a 
prize. 

Q. What rate do they bear? 

A. In general (for all recent loans) 3 per cent of the 
nominal capital. In addition, when the bond is called in 
by lot, the bearer has the right to a premium (the differ- 
ence between par value and the price of the issue) and 
possibly to a prize. 

The total interest, premiums and prizes, promised to 
the bearers of the same issue; represents for our recent 
loans an annual cost of about 3.60 per cent of the paid-in 
capital which may be used for loans. But previous issues, 
made under less favorable conditions, bring the average 
annual expense on the whole of the 3,500,000,000 francs 
in circulation up to nearly 4 per cent at the present time. 

Q. You pay 3 per cent interest on the bonds, which are 
amortized in the same way as the mortgages are, so much 
a year? And the average is 4 per cent? 

A. Those we emit now only pay about 3.60 per cent 
everything included, interest and amortization, but a few 
years ago they had to be placed under very much less 
favorable conditions and then their charge went up to 
above 4 per cent. 

Q. How do you sell those bonds? 

A. Generally by public subscription. About every 
three years we are obliged to make an issue of the number 
of bonds necessary to form a capital of from 300,000,000 to 
350,000,000 frances, payable in graduated instalments 
every three or four months. 

Q. The holder of your bond has no interest in the 
amortization of the bond? 
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A. Yes; if it is a question of an original subscriber, 
since, when his bond comes out of the lottery, he is reim- 
bursed either at par (that is to say, by paying him not only 
the price of issue, but also the premium) or with a prize. 
The case is different, of course, if the bearer bought his 
bond at the Bourse above par. 

Q. May you call your bonds at par? Are they payable 
at par at your option? 

A. In our recent issue we have put that clause in, viz, 
that we can redeem our bonds at par. Generally we 
only redeem a certain portion of them each year, which 
are drawn by lottery. 

Q. Are you obliged by the terms of issue to pay some 
each year? 

A. Generally, no. However, for several of our old 
loans, the certificates bear a table of amortization that we 
follow for drawing lots, reserving the right to apply the 
statutory clause which authorizes us to repay a greater 
number of bonds in case it is necessary for maintaining 
the balance between loans and bonds issued. 

Q. Is that required by law? 

A. The law, or rather our statutes, merely require us 
to maintain this balance. 

Q. But they can be reimbursed by a prize? 

A. A bond can be reimbursed either at par or by a 
prize. The bearer of a bond may, if his bond is drawn, 
receive either the par value of his bond, or a more or less 
considerable sum in addition. In the drawing for last 
January, for instance, there were 140 bonds repaid above 
par; one received 150,000 francs, another one 30,000 
francs, eight received 5,000 francs, and 130 received 1,000 
francs. 
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Q. How can the company afford to do that? From 
what funds are they paid? 

A. The average annual expense for the company, which, 
as was stated above, is about 3.60 per cent for our recent 
issues, and about 4 per cent for the total of our former and 
recent issues, includes in addition to the interest (generally 
3 per cent of the nominal capital) the amount necessary to 
cover the premiums and prizes to be paid each year. 

Q. Are we correct in understanding that the total cost’ 
to you on your bonds, including the interest payment, the 
expenses of issue, and the prizes awarded to the public, is 
approximately 4 per cent and that the interest received 
by you upon the mortgages which secure these bonds is 
approximately 414 per cent? 

A. Yes; about that; say 4.45. The difference between 
the 3 per cent and the 4 is in the prizes, expenses of 
issue, etc. 

Q. What is the average size of your mortgages on 
private estates? 

A. It varies; perhaps 30,000 francs, but the average 
would not tell you much, because along with a lot of very 
small mortgages we have some very large ones. 

Q. What is the minimum? 

A. There is no minimum; but we do not care to make 
very small loans because it costs too much to foreclose. 

Q. What percentage of your total business is in the 
country and what in the city? ~* 

A. About one-half in Paris, and our best business is 
in Paris. 

Q. Has there been an appreciable change in that pro- 
portion during the fifty years? 
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A. Not much; the urban mortgages cause us less diffi- 
culty, and the tendency is for the proportion of them to 
increase. | 

Q. What amount of your obligations do you pay each 
year and upon what principle do you decide to do so? 

A. At the present moment we pay back about 30,000,000 
francs a year, according to the table of amortization of 
each issue. But, let me repeat, we have the right to 
change the amount of redemptions if this becomes neces- 
sary in order to keep the balance between our bonds and 
our loans. 

Q. Who are the subscribers to these bonds, and what 
are the usual sums subscribed? Are they small or large? 

A. They are bought by small people, and generally 
remain in the hands of persons of small capital. This is 
one of the reasons why their quotations show so little 
fluctuation. 

Q. Do you lend on farms? 

A. Yes. Up to one-half, except on forest land, vine- 
yards, and the like, on which we lend only one-third. 
We do not lend on mines. On factory buildings we lend 
only on the value of the ground and of the building, inde- 
pendently of its industrial value. 

Q. Is the amount which you lend on unimproved coun- 
try real estate, such as forests, etc., important? 

A. We lend as little as possible on that class of ground. 
So much additional inspection would be necessary, as the 
value depends on the number of trees. 

QO. What other institutions of this character are there 
in France? . 

A. There are no others; we no longer have a legal 
monopoly, but we very nearly have a practical monopoly. 
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There are private individuals who make mortgage loans, 
but no large company makes this the principal feature of 
its business. 

Q. The other mortgages are taken by private bankers? 

A. By notaries; very seldom by private bankers. 

Q. For individuals? 

A. Yes; but the notary is responsible in that case; 
he acts as a trustee. 

Q. What is the Crédit Foncier d’ Algérie? 

A. It is a stock company with headquarters in Algiers, 
and its principal branch in Paris. It acts as our agent, 
and makes in participation with us and under our control 
our communal and mortgage loans for Algiers, for which 
we furnish the funds. 

Independently of the loans made in connection with us, 
the Crédit Foncier d’Algérie lends its own funds on prop- 
erty that does not fulfill the requirements of our statutes. 
In addition to this it carries on banking operations. 

Q. Have you an idea of the amount of mortgages in 
France? 

A. Fourteen billion frances, perhaps. The total value 
of the property is estimated at about 120,000,000,000 
francs. 

Q. How long has it been the privilege of the Crédit 
Foncier to add lotteries to its loans? 

A. It has done so from the beginning, although we are. 
obliged to ask the permission of the Minister, but it is on 
that account that we have been able to place our bonds 
so low. 

Q. You have the monopoly of this privilege? 

A. Yes; under these conditions, with the exception that 
certain big cities, particularly Paris, get permission to 
attach lotteries*to their loans; in such cases a special law 
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must be passed giving this privilege. However, the direct 
issue of bonds by towns is the exception; most of them 
come to us or to the Cazsse des Dépdts. 7 

Q. And instead of selling their own bonds they sell the 
bonds of the Crédit Foncier? 

A. No. The loans of the Crédit Foncier are always 
made in cash, and it attends to selling its own bonds in 
order to procure the necessary money. 

Q. Does the State own any of your stock? 

A. No; the intervention of the State is limited to in- 
specting us. 

Q. There is no system of government examination? 

A. Inspection, when there is occasion for it, is confined 
to the general inspection of finances. But in practice, 
this auditing is quite accidental, and is made only with a 
view to clearing up some particular question. 

Q. Are your obligations offered in large blocks through 
an anouncement? 

A. Yes; usually. We always have a few here for sale, 
but most of them are disposed of by public subscription. 
This was the way we made our last issue of land certificates 
November 24, 1903, amounting to 300,000,000 francs. 
This issue was subscribed for twenty times over, and the 
number of subscribers almost equaled the number of 
bonds to be issued. Thus the certificates offered to the 
public were nearly all taken up by small savers. 

The number of subscribers amounted to 586,517, and 
the number of bonds called for to 12,349,698. They 
were distributed as follows: One bond. to subscribers for 
1 to 500 bonds; two bonds to subscribers for 501 to 1,000 
bonds; and so on, at the rate of 2 per 1,000, and an addi- 
tional bond for each fraction. 
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Q. Will you kindly define the duties of the Treas- 
urers-General? 

A. They are at the same time state officials and bank- 
ers. Their functions as bankers are now very limited; 
they used to be very important; at the beginning of the 
nineteenth century they performed the double functions 
of bankers and receivers of taxes, and important people 
were chosen as treasurers-general. When the organization 
of the financial system was changed, under Napoleon I, this 
system was changed. To-day the treasurers-general are 
still authorized to receive deposits from private people on 
the condition that they place these funds at the disposal of 
the Treasury; and also to receive stock-exchange orders 
for all French stocks, but not for foreign stocks. 

Q. How many treasurers-general are there? 

A. There are 86 treasurers-general, one for each depart- 
ment, and in the early history they were very often 
independent bankers; they were rich men to whom the 
Government appealed for funds, but gradually, with the» 
development of the other banks, their functions were 
reduced; they are no longer allowed to discount paper 
or to make advances upon collateral; they are confined 
in their banking operations to the receiving of money 
from individuals and the purchase for individuals of 
French securities. The deposits held by them to-day 
amount only to about 30,000,000 francs. 
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Q. Does the Government allow interest on these 
deposits? 

A. The Government allows 134 per cent to the treas- 
urers-general, and the treasurers-general usually hold 
back one-fourth of 1 per cent, sometimes one-half. The 
treasurer-general pays 13% per cent, retaining one- 
fourth per cent for his commission. For the purchase of 
stock he is entitled to charge a commission, the same 
commission as a member of the stock exchange would 
charge, except for the French “‘rente.’”” The deposits are 
withdrawable on demand. 

Q. These 86 men are agents of the Government, and 
represent the Government in their various functions, but 
their banking functions are of comparatively small im- 
portance to-day? 

A. Yes. I believe they are destined to disappear as 
bankers; they will only be state officials. 

Q. What is done with the deposits received by them? 

A. The deposits are paid into the Bank of France for 
the account of the Treasury, as is also whatever they 
collect for taxes. 

Q. Where are the funds of the Treasury of France kept? 

A. All in the Bank of France. There is here in Paris 
a “Caisse des Payeurs Centrals du Trésor”’ (central pay- 
ing office of the Treasury), but they only make payments; 
they have perhaps enough money for the next day or 
two, perhaps 7,000,000 francs, but most of their pay- 
ments are made by drafts on the Bank. 

Q. Does the Treasury publish a statement showing the 
amount of its deposits in the Bank of France? 

A. Every week the official journal publishes the 
amount of the Treasury account, because the Bank of 
France publishes a balance sheet every week, and in 
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their balance sheet there is the item ‘‘current account of 
the Treasury.” 

Q. Practically all the funds of the Government are car- 
ried in the Bank of France? 

me: Yess 

Q. Is it the practice of the Government to carry any 
gold as a reserve in any vault separate from the Bank of 
France? 

A. No; we have no War Treasury here as the Ger- 
mans have,and when the Government’s money is deposited 
with the Bank of France it is mixed with all other moneys. 

Q. Then, as a matter of fact, there is no gold reserve in 
the country belonging to the Government? 

A. No. 

Q. The treasurers-general now receive the taxes of the 
country? 

A. One can say that practically all the receipts of the 
Government pass to the Bank of France through the 
intervention of the treasurers-general.. 

Q. What is the relation between this institution and 
the Caisse des Dépdts et Consignations? 

A. The treasurers-general are the representatives of 
the Caisse des Dépéts et Consignations. The treasurers- 
general are both bank officials and representatives of a 
certain number of public corporations. They act as 
agents for the Crédit Foncier, in that they receive the 
annuities paid by the different municipalities to the 
Crédit Foncier and deposit them in turn with the Bank 
of France to the account of the Crédit Foncier. They act 
also as intermediaries between the savings banks and 
the Caisse des Dépéts et Consignations, in that they will 
receive the funds of the savings banks and deposit them 
in the Bank of France to the account of the Caisse des 
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Dépéts et Consignations; they also act as intermediaries 
for the city of Paris; they pay the coupons on other 
municipal bonds. 

Q. Does the Bank of France pay the coupons for the 
French ‘‘rente?”’ 

A. Yes; but the Bank of France, while performing 
innumerable functions in handling the Government funds, 
does not pay the coupons of any other bonds than the 
French rente. The treasurers-general are not only re- 
ceivers of taxes, but they are the dispensers of the funds 
of the Government and they draw on the Bank of France. 

Q. What are the public functions of notaries? 

A. They are public officers, sworn agents, who have 
power to give authenticity to deeds they receive. They are 
authorized to receive funds from private people, which they 
do not keep themselves, but place in the Caisse des Dépéts 
et Consignations. They receive ligitated sums on deposit. 

Q. Do they perform any banking operations? 

A. No; they do not do any banking business, but they 
may be called upon to manage, for the time being, an 
estate, to sell shares, etc. 
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Interview with M. Delatour, general director of the Caisse des 
Dépéts et Consignations. 


Q. We should like to know the general character of the 
business conducted by your institution. 

A. The mission of the Caisse des Dépéts et Consigna- 
tions is to receive, hold, and repay all private funds in- 
trusted to the State either voluntarily or under compulsion. 

The Caisse was created to permit the segregation of the 
private funds in question from the State’s own resources 
intended to meet public expenses, in order to avoid any 
possible confusion between these two kinds of funds. 
. Originally the Caisse, as sole legal depositary, had the 
exclusive charge of receiving sums in litigation (consign- 
ments), voluntary deposits of individuals or public insti- 
tutions, and the pension funds of public offices. But the 
legislature has gradually extended the powers of the Caisse 
by intrusting it with the management of the funds of the 
ordinary savings banks, of the national or postal savings 
bank, and of the mutual benefit societies, the surety bonds 
deposited by contractors for supplies and work undertaken 
for account of the State, of departments and of munici- 
palities, deposits of properties sequestered and other court 
orders, of notaries, etc. In fine, the legislature has in- 
trusted the Caisse des Dépéts et Consignations with the 
management of the national provident institutions from 
the time of their foundation, the national old-age pension 
fund (1850), and the national life and accident insurance 
fund (1868), the latter being qualified, in 1899, to extend 
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its operations in order to cover risk for accidents to em- 
ployees while at work. All these powers are derived from 
the same principle, since in all these cases private funds 
are concerned. 

Q. You say that you also do an insurance business. 
What do you mean by that? 

A. The insurance office, managed by the Caisse, issues 
policies of life insurance, insurance payable after death 
or in case of accident, like any private insurance company. 
The national old-age pension office pays annuities from 
the age of fifty to those who have paid the contracted 
assessments. The death insurance office pays a certain 
sum after the death of every insured person, in considera- 
tion of single or annual premiums, and the accident insu- 
rance office pays annuities to the insured persons who have 
annual policies on the basis of a fixed premium. As 
regards accidents to employees while at work, it insures - 
only against such accidents as cause death or permanent 
total or partial incapacity for work. 

Q. You doa regular insurance business? 

A. A distinction should be made. The funds belonging 
to the several insurance offices appear on accounts sepa- 
rate from those of the Caisse des Dépéts et Consignations 
of which we have spoken. Each of these national offices 
has a distinct entity, subject to special rules, but under 
one general management. 

Q. But does this company issue life insurance just as 
any other insurance company would do? 

A. Absolutely in the same way, but the object in view 
isnot the same. In creating its provident institutions, the 
State especially aimed to favor the people’s thrift by 
facilitating payments down to the smallest installments. 
Thus the national old age pension fund receives install- 
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ments as low as 1 franc. On the other hand, the total 
of installments during any one year by any one person 
can not exceed 500 francs, and the maximum of annuities 
purchasable must not exceed 1,200 francs. 

In the same way, the life insurance office insures for a 
sum not exceeding 3,000 francs, payable after death. 
Moreover, owing to their philanthropic purpose, these 
institutions no not seek profit, but provide insurance at 
cost. 

Q. Is this a corporation? 

A. The Caisse des Dépdts et Consignations is not a cor- 
poration. It is a state organism, but, while charging the 
Caisse with the management of all private funds, which 
may be turned over to it by the State under different head- 
ings, the legislature bestows upon it full autonomy, in 
order to avoid eveu a semblance of possible confusion in 
the handling of private moneys with the handling of public 
moneys. Moreover, it has placed the Caisse under the 
direct supervision and the guaranty of the legislative 
powers. ‘The result thereof is quite a special organization. 
At the head is a director-general appointed by the Govern- 
ment, who can not be removed, like other state officials, 
except on the motion of the board of supervisors of the insti- 
tution. That board consists of two senators, two deputies, 
the governor of the Bank of France, two members of the 
council of state, one of the presiding judges of the court 
of accounts, the president or one member of the chamber 
of commerce of Paris, and the director of the general 
transfer of finds in the Ministry of Finance. That board 
can appear in both chambers, to report upon the materia 
and moral condition of the institution. 

Q. What is done with the profits realized from the 
business? 
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A. As far as insurance is concerned, the national offices 
do not seek to make profits. When there are profits they 
are added to the reserves and thereby increase the guar- 
anty for all insured. 

Profits earned by the Caisse on deposits of the savings 
banks are turned over to the reserve and guaranty fund of 
savings banks. As regards the mutual benefit societies, 
there are no profits, because the societies receive credit for 
the same interest as earned. As to the profits earned by 
the management of other deposits and consignments, they 
belong to the Caisse; but since 1837 the Caisse turns 
them into the treasury. 

Q. What does the treasury do with them? 

A. It books them under the heading of “‘sundry re- 
ceipts’’ in the general budget. 

Q. What is the amount of your deposits, independently 
of the insurance department? 

A. About 5,000,000,000 franes, without counting de- 
posits of rentes and securities, among which should be 
included the holdings of the national savings banks—_ 
about 1,500,000,000 francs. 

Q. Are some of these deposits on time and some on 
demand? ; 

A. Wenever pay positively on demand. This is owing to 
the nature of the institution. It is not within its duties to 
offer individuals the same facilities for payment as a bank. 
Even if it receives voluntary deposits, and this is only 
done in Paris, it is because the legislature thought that an 
establishment, which was a national depositary for pri- 
vate funds, paid in to the estate under compulsion, should 
also be prepared to keep funds of those who desire to 
avail themselves of the security offered by such depositary. 
But these deposits, which are not subject to check, can 
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only be withdrawn at ten days’ notice and yield only 1 
per cent interest per annum. 

Q. What interest do you pay on trustee funds? 

A. We have no deposits corresponding exactly to your 
deposits of “trustees,” but we have something similar in 
“‘consignments’’—that is to say, sums in dispute—which 
are left on deposit with us during the entire period of liti- 
gation, until a final decision is rendered by the courts. 
They amount to 310,000,000 francs. 

Q. Do you pay the same interest? 

A. On all sums thus deposited we allow interest at the 
rate of 2 per cent from the sixty-first day of deposit up to 
but not including the date of repayment. That rate has 
been determined by law, enacted on July 26, 1893. But 
concerning voluntary deposits of individuals as well as 
public institutions, sums sequestered and other sundry 
deposits, the director-general fixes the conditions and the 
rate of interest by decisions, rendered with the consent of 
the board of supervisors, and approved by the Minister 
of Finance. In this way, the director-general may, 
according to circumstances, and in order to maintain the 
equilibrium of his finances, cause the terms to vary. 

Q. What restrictions govern the investment of your 
funds? 

A. That depends on the source they come from. 
There is no law regarding the manner in which funds 
accruing from deposits and consignments are to be in- 
vested. As regards the savings banks, the mutual benefit 
societies and insurance funds, the investments are made 
in accordance with the provisions of the respective 
laws. 

Q. In what manner do you usually invest money re- 
ceived from those sources where you are not restricted?. 
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A. According to circumstances, and owing to the pro- 
portionate importance of the various elements constituting 
our liabilities. As long-term investments, we make loans 
to departments and municipalities, sometimes to the State; 
we take government rentes, treasury securities, guaranteed 
railroad bonds, etc. As short-term investments, we take 
treasury bonds, bonds of the Monte de Piété of Paris 
(municipal pawn shop), etc. Finally, we keep large sums 
in cash, either in our own vaults or to our credit in the 
treasury and the Bank of France, which, for that purpose, 
keep account currents on demand for us. 

Q. What are some of the investments which may be 
made for the other departments? ‘The caisses d’epargne 
(savings banks), for instance? 

A. The above-mentioned investments also apply to the 
different departments managed by the Caisse. Of course, 
the proportion of each kind applied to the holdings of 
each department depends upon the nature of its operations. 

Thus, as regards the old-age pension fund, for instance, 
which does not.exactly require quick assets, the larger 
part of the holdings, representing the standard reserves, 
consists of bonds of departments and municipalities. 

On the contrary, for savings funds we especially select 
securities more easily convertible into cash, and in that 
respect none are preferable to French rentes, because of 
their large market. Moreover, it is difficult for us to buy 
securities having but a narrow market, owing to the influ- 
ence our operations would have on the price. 

Q. In practice, then, you confine yourselves to govern- 
ment securities or securities guaranteed by the Govern- 
ment? 

A. Almost entirely. For the investment of funds accru- 
ing from the deposits of ordinary savings banks, which 
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exceed 3,500,000,000 francs:(aside from the account of the 
postal savings bank) about 3,000,000,000 are invested in 
rentes, and the balance is represented by sundry securities, 
treasury bonds, railroad bonds, and bonds of the Credit 
Foncier de France. The moneys of the insurance office 
are invested in loans to the departments and municipali- 
ties and in rentes. 

The Caisse also grants loans to public institutions, and 
makes advances on treasury bonds. 

Q. You do not, as a rule, invest in mortgages? 

A. No; owing to the difficulty in disposing of such 
investments. 

Q. You purchase no bills and do no commercial business 
whatever? 

A. No; that réle is played by the Bank of France. 
Sometimes we make advances on securities, but only on 
treasury bonds. 

Q. Have you any branches? 

A. The Caisse has nobranches. Its operations in the de- 
partments are effected by officials who are treasury agents. 

Q. So that your business is done practically over the 
entire country? 

A. Yes; and even in Algeria and the colonies. 

Q. Do you receive deposits at any other office than this? 

A. Wherever there are treasury agents. The treasury 
agents, acting as officials of the Caisse, effect our transac- 
tions in the provinces as if they were effected in Paris. 
Their bookings are centralized in Paris and periodically 
settled. 

Q. How many of such agencies have you? 

A. In each department in France there is a treasurer 
paymaster-general (tresorver payeur general) who is respon- 
sible for all other*treasury agents in the department. In 
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each arrondissement, except in the capitals of depart- 
ments where the office of the treasurer paymaster-general 
is situated, there is a special financial receiver (receveur 
des finances) who is also our agent. Well, there are over 
350 arrondissements. Moreover, for certain transactions 
the tax collectors cooperate with us, either in a dis- 
cretionary manner under the control of the financial 
receiver or sometimes as our own agents. 

Q. Do you receive the taxes paid in to the State? 

A. No; we receive no public moneys. Our exclusive 
mission is to receive the funds of individuals intrusted to 


its own funds from those merely intrusted to it. A 


Q. Your organization is quite unique in the world, is 
it not? 

A. There is nothing like it in England or America, but 
there are similar institutions in Belgium and Italy, for 
instance. In France this institution is highly appreciated 
by the lawmakers, who steadily increase its functions, 
and the number of laws and regulations governing the 
Caisse is ever growing. 

Q. Would you receive the account of an individual as a 
savings bank would? 

A. Only in Paris we keep voluntary deposit accounts, 
but these accounts can not be compared with those opened 
by the savings banks to their customers. Moreover, they 
are credited with but a low rate of interest (1 per cent); 
their number is of very little consequence. 

Q. It is customary in France for savings banks to carry 
their reserve with this establishment? 

A. The savings banks are bound to turn over to us all 
they receive from their depositors, except such sums as 
may be required to meet immediate demands. As to 
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their personal capital, built up by gifts and yearly profits, 
they have the alternative of either depositing the sums in 
the Caisse des Dépéts et Consignations or of investing them 
themselves within the provisions determined by law. The 
amount left with us in account current, of that personal 
capital, may be estimated at upward of 80,000,000 out of 
a total of 175,000,000. 

Q. Do you mean that all of the deposits of all the 
savings banks of France are deposited here by require- 
ment of law? 

A. Yes; each savings bank has an account current with 
the Caisse, where it is legally bound to deposit the sums 
received from its depositors, and where it draws the funds 
necessary to meet withdrawals. 


Q. Then, as a matter of fact, this is a central bank for 


the savings banks of France? 

A. Precisely. 

Q. Does that apply to private savings banks and also to 
the postal savings banks? 

A. Yes; but with a different organization. 

Q. And you pay how much on those deposits? 

A. A distinction should be made. For the ordinary sav- 
ings bank the rate of interest is fixed each year according 
to the income from the investments. Just now that rate 
is 3.25 per cent, and moreover it has not changed since the 
savings-bank law of July 20, 1895. 

In order to be able to allow that rate the investments 
must yield at least 3.50 per cent, because, according to the 
provisions of the law, a special reserve and guaranty fund 
is established, which each year must receive an allowance, 
not less than 0.25 per cent of the total of savings banks 
funds, up to the time when it shall have reached 10 per 
cent. That reserve fund now amounts to more than 


304 


Interviews — France 


200,000,000 frances, and would be applied to reimburse the 
Caisse for any losses resulting from the sale of its secu- 
rities. 

It should be noted in that regard, however, that the 
investments have largely increased in value, a large part 
of the rentes having been purchased in the neighborhood 
of 85. 

Q. What is the rate of interest allowed by you to the 
savings banks? And what is the rate of interest allowed 
by the savings banks to their depositors? 

A. The savings banks themselves fix the interest they 
are able to allow clients, within the limits prescribed by 
law. Indeed, they must put aside for their managing ex- 
penses and the building up of a personal capital not less 
than one-fourth per cent nor more than one-half per cent 
of the total of the accounts of depositors. As the Caisse 
allows to them, as we have just seen, 314 per cent, they 
consequently allow to their clients 234 to3 percent interest. 

Thesystem of the postal savings bank isdifferent. Wedo 
not allow to it a fixed rate of interest, as we do to the other 
savings banks. We merely hold for its account the secu- 
rities purchased with its funds, which remain its property, 
and the income of which we credit to it in full. Therefore 
it constitutes its own reserve fund by means of a levy 
equal to 0.60 per cent of the amount of deposits—a levy 
which permits it to cover its own managing expenses. 

The rate of interest allowed by the postal savings bank to 
its depositors must always be 0.75 lower than the interest 
allowed by the Caisse to the ordinary savings banks. At 
the present time it is 2.50 per cent. 

Q. Is the insurance part of your business very impor- 
tant? 
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A. It is important as far as the old-age pensions are con- 
cerned, but not as regards the insurance against accidents 
and death. For the service of annuities, the national old- 
age pension office receives every yeara considerable number 
of installments (about 5,000,000); the sum thus deposited 
annually is near 100,000,000, and the present value of its 
investments approaches 1,500,000,000. It pays 50,000,000 
in annuities in round amounts. 

Q. What is the character of insurance against old age? 

A. The national old-age pension office undertakes to pay 
old-age pensions to all who pay assessments. ‘These 
assessments may be kept up or suspended at the pleasure 
of the interested parties. As each installment gives title 
to an eventual annuity which augments the annuities 
yielded by previous installments, anybody can take a 
policy in order to secure a pension from the age of 50. The 
annuities may be contracted for either by the beneficiaries 
themselves or by a donor. The beneficiary must be at 
least 3 years old. These annuities may amount to 1,200 
francs. 

Q. It isin the character of an annuity fund? 

A. Nearly so, our life annuities being in reality annuities 
for an uncertain period. 

Q. Do you endeavor to build up this business? Do you 
have solicitors, or does the business come to you? 

A. We have no special agents; nevertheless, we solicit 
business. We allow no commissions, except small allow.” 
ances to our officials, but we place signs in the offices of 
the treasury paymasters-general, the financial receivers, tax 
collectors, and postmasters, who are acquainted with the 
workings of the institution and are able to give the public 
all the information they require. 
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Q. Do you have an account with the Bank of France? 

A. Yes. 

Q. About how much? 

A. This varies greatly, and the account has no limit. On 
March 31, 1908, the total of our accounts with the Bank 
and the treasury amounted to 423,000,000 francs. 

Q. Do you hold cash in your vaults to any extent? 

A. Not a great deal, but we keep here all our securities, 
either those forming our investments or those merely de- 
posited with us for safe-keeping or as consignment. 

Q. If you were called upon to meet unexpected and 
heavy withdrawals, how would you provide the cash with 
which to meet them? 

A. It is, as we mentioned before, a question of manage- 
ment of our treasury. We strive to be very careful and 
we are rewarded for it. A few years ago there were de- 
mands made on us aggregating 400,000,000, of which nearly 
200,000,000 were made within three months. ‘The reim- 
bursements were effected with ease, without even having 
to sell any of our rentes on the Bourse, or asking the 
Bank of France for advances on our securities. 

Q. Is it customary for the Government to carry a cash 
reserve in their own vaults? 

A. That does not concern this office. 

Q. In practice you do not endeavor to carry a certain 
percentage of reserve in cash and in the Bank of France, 
as I understand it? 

A. We have no fixed rule on that score. That is a ques- 
tion of judgment, and the amount we keep is determined 
by circumstances, and also by the proportionate impor- 
tance of the sundry elements composing our liabilities. 

Q. Can you state approximately the amount of deposits 
in the savings banks of France? 
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A. For the ordinary savings banks, a little more than 
3,500,000,000 francs; for the postal savings bank, nearly 
I,500,000,000, say a total of 5,000,000,000 in round figures, 
although the maximum amount in account for each depos- 
itor has been reduced by the law of 1895 to 1,500 francs. 
Before that law, savings banks books could be written up 
to 2,000 francs. The reduction which was gradually 
effected was finished in rgor. : 

Q. Are you referring to the postal savings banks or to 
other savings banks? 

A. To both. Not only is the total of individual deposits 
limited to 1,500 frances, but no depositor is allowed to de- 
posit more than 1,500 francs within a year, in order to 
avoid his using a savings bank account asa bank account. 
For instance, if a depositor pays in 1,500 frances in 1908, 
and withdraws it during that year, he can make no fur- 
ther deposit until December 31. We do not endeavor 
to encourage deposits from well-to-do people; savings banks 
are established to promote saving. 

Q. Of the total amount of 5,000,000,000 deposited in 
the savings banks, how much is deposited in this institution? 

A. The 3,500,000,000 which have been deposited with 
us by the ordinary savings banks are represented by assets 
of over 4,200,000,000, owing to the increased market value 
of securities which compose it and of our reserve; the 
funds of the national savings banks deposited with us 
represent additionally a value of 1,500,000,000, making ‘a* 
total of 5,700,000,000. 
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Interview with M. Decharme, chef du service du crédit mutuel 
et de la coopération agricole at the Ministére de 1’ Agriculture. 


Q. What is the nature of the business of the Crédit 
Agricole and when was it instituted? 

A. The first law was in 1899. ‘The first bank was 
opened in 1900. The Crédit Agricole is based upon local 
organizations. France is divided into 86 departments, 
in each of which we are to have a regional bank (catsse 
régionale); and we hope eventually to have a local office 
(catsse locale) in each commune of each department. We 
have 36,000 communes in France and as yet there are 
only 2,500 of these banks open. Among these 36,000 
communes there are many which are cities, which natu- 
rally would not have agricultural banks. There are only 
2 out of the 86 departments in France which have not 
already established a regional bank. 

Q. Who furnishes the capital? 

A. The basis of the system is the local office of the 
Crédit Agricole in which each member—local farmers— 
has one or many shares of 20 francs, but on which he has 
only to pay 5 francs down. On payment of these 5 francs 
he becomes a stockholder. When a local office has been 
established it turns all of its capital over to the regional 
office. Then comes the State which advances to the re- 
gional bank an amount four times the capital which has 
been subscribed by the local banks. If there were in one 
department 10 local offices which contributed 10,000 
rancs, that would be altogether 100,000 francs capital as 
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a basis in the regional office; the Government would then 
turn over 400,000 francs. The money given by the Gov- 
ernment is not really given; it is lent without charge, 
without interest. 

Q. For what purposes can this capital be used? 

A. The regional office does not lend directly to the 
farmers; it lends to the local office, and the local office has 
a board of directors which examines the demands of the 
various members. 

Q. How is that board of directors selected? 

A. It is elected by the members of the local office. 
The local offices now for the most part have limited 
liabilities to the amount of the capital which has been 
paid in. In general they pay in all the capital sub- 
scribed and a man is really liable for all of the subscribed 
capital, but he is not obliged at the start to pay in more 
than 5 francs on a 20-frane share. At the present time 
the State has paid in to these regional banks 33,000,000 
francs and the capital in round figures of the regional 
banks is for all France 10,000,000 francs. The State has 
not yet contributed quite four times that capital. If a 
small regional bank is formed with a small capital, say 
50,000 francs, the Government would at once hand over 
200,000 francs; if, however, a regional bank is opened 
with a large capital, say of 250,000 francs, the Govern- 
ment would not immediately hand over 1,000,000 francs, 
but would wait until the need was felt. Thanks to the 
10,000,000 francs of capital in the regional banks and 
the 34,000,000 francs contributed by the Government, 
the institutions have loaned in the course of their exist- 
ence 360,000,000 francs. 


Q. From where do these 33,000,000 francs come? 
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A. From the Bank of France. When the charter of 
the Bank of France was renewed in 1897 it was provided 
that the Bank should furnish 40,000,000 francs to the 
Government for the purpose of agriculture, without er 
est. This,it must be said,is a loan which the Bank makes 
to the State which nominally the State must return to 
the Bank. Inaddition, the Bank of France is obliged by 
the law of 1897 to turn over to the State for the benefit 
of agriculture an annual tax which amounts to one- 
eighth of the rate of discount on the productive circula- 
tion, and, thanks to the crisis in America last year, the 
rate of discount was so high that they turned over 
7,000,000 francs. All together the Bank of France has 
turned over up to July 1, 1908, 92,000,000 francs in this 
last decade for the Crédit Agricole. The 58,000,000 francs 
which are still available out of the total which the 
Bank of France has turned over to the Government 
and which are now in the ‘Treasury have been the 
subject of much discussion, and there have been a 
great many projects for depositing them with the 
Caisse des Dépdts et Consignations, but the Minister of 
Finance has steadily opposed that policy, This sum if 
deposited with the Caisse des Dépéts et Consignations 
would receive interest. There is a commission of 32 
members appointed by the Minister of Agriculture, an 
advisory commission. The Ministerof Agriculture appoints 
this commission of 32 members, including 4 Senators, 6 
Deputies, the Governor of the Bank of France, and several 
heads of regional offices, and they consult and meet four 
times a year with the Minister of Agriculture and advise 
him as to the amount of government money which he 
shall turn over to the regional banks, and these 34,000,000 
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francs which have already been turned over in the last 
one or two years have been turned over in amounts of 2 
or 3 millions at a time. There are still 52,000,000 francs 
which have not been turned over; they are at the disposal 
of the Minister of Agriculture. For instance, this year in 
the region about Rheims, where vines are grown, the 
frost killed the vines, and the manufacturers of cham- 
pagne have very recently turned over to the regional office 
in Rheims, which is the center of the champagne district, 
1,000,000, francs in order that the Government will have 
to turn over 4,000,000 francs for the benefit of the small 
farmers in that region, and you will read in the papers 
that the Minister of Finance has been drawn upon by the 
Minister of Agriculture for 4,000,000’ francs to be sent to 
Rheims to be used for the owners of vineyards whose 
vines have been killed by frost, and in that region these 
manufacturers have given their joint guarantee for all 
the loans of that regional office at this time. 

Q. Under what conditions do they make loans tofarmers, 
and are their loans confined entirely to people engaged in 
agriculture? : 

A. The State loans to the regional office without inter- 
est; the regional office loans to the local office at 3 per cent; 
the local office loans to the farmers at between 34% and 4 
per cent; in the northern region at 34% per cent; in the 
southern at 4 per cent. , 

Q. Under what conditions? 

A. The farmer who wants to borrow from the local office 
draws a bill upon himself, takes it to the local office, and 
the board of administration there considers it. If they 
approve it, the president signs it—and it has then two 
signatures—and then sends it to the regional office; if the 
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regional office has plenty of money they will lend the 
money directly; if not, the president of the regional office 
signs it—it has then three signatures and is bankable 
paper—and it is taken to the Bank of France. During the 
crisis in the south of France last year in the wine-growing 
region at Montpellier, the center, the regional office had 1 
million capital; the Government then added 4; that made 
5, but they lent at that office all together 16 millions, and 
the difference was obtained from the Bank of France in 
the way described by using paper with three signatures. 
Before the founding of these agricultural societies it would 
have been difficult for a farmer to obtain the three signa- 
tures necessary to borrow from the Bank of France, and 
what happened last year in the south of France could not 
have occurred before the organization of the Crédit Agri- 
eole. It should be added there has never been one cent 
lost by the Crédit Agricole. ; 
. Are all loans made to members? 

. Yes; exclusively to members. 

. Who can become a member? 

. Farmers. 

. Men who own the land themselves? 
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. No; anyone working on the land, whether working 
on his own account or for some one else. 

Q. An ordinary laborer? 

A. That needs some distinction. 

Q. Anyone who works on the land, say for six months 
or two months? 

A. No; agricultural workmen are excluded. We do 
not lend to people to support themselves for nourish- 
ment. We lend them money to increase the production 
of the land. 
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Q. Must a man have some share in the crops? 

A. We lend money to buy a horse, a cow, or to buy 
manure. The important distinction is that we will lend 
to a man who rents a farm, but does not own it, to buy 
machinery, cattle, etc., but we will not lend to a man who 
wants to borrow the money for his own consumption; 

‘we do not lend money for a man to buy a coat, for instance. 

These local offices are in communities where everybody 
knows everybody else, and they always ask what the man 
wants to borrow for, and if he says he wants 400 francs 
to buy a cow, they watch him, and if four or five days 
afterwards he has no cow, they know it. As the responsi- 
bility is without limit, the other members of the locality 
would be responsible. At the beginning the farmers 
were afraid of unlimited responsibility, and on that account 
they had to make the responsibility limited, but now, in 
all of the new offices, the responsibility is unlimited. 

Q. You do not lend on the land itself? 

A. No. We have different sorts of credit. The first 
kind of credit is personal credit, bills renewable from 
three months to three months, but never exceeding two 
years, and after the first year, on the fourth renewal, one- 
half of the note had to be paid. This is the most important 
form of credit. Since 1906, however, there has been 
another kind of credit—collective credit for a long term for 
cooperative societies. 

Q. What do you mean by cooperative societies? 

A. They are societies for the production, preservation, 
sale, or transformation of agricultural products. There 
are cooperative agricultural societies in the wine-growing 
regions which have their own wine cellar; there are coop- 
erative dairy societies for making butter and cheese; 
there are also cooperative societies which use water falls . 
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and electricity; cooperative mills to grind corn; coopera- 
tive railways to bring beet roots to the sugar refinery; 
cooperative distilleries and cooperative warehouses for 
corn. To these cooperative societies we make loans for 
twenty-five years. The Government loans without charge 
to the regional office and the regional office lends to these 
cooperative societies for twenty-five years at 2 per cent. 

Q. What is the security? . 

A. The guarantee is the consolidated liability of all of 
the members of these cooperative societies and also a 
mortgage upon their real estate; their responsibility is _ 
absolutely without limit. 

Q. Are there many in France? 

A. Three hundred and fifty now; it has just begun; the 
law was only enacted two years ago. Very few of these 
cooperative societies existed prior to that time. 

Q. Have they any capital? 

A. The advances made by the Government to these 
cooperative societies are limited to twice the capital 
furnished by themselves. These loans are made for long- 
time investments, and if a cooperative society wants a 
capital of 150,000 frances they have to contribute 50,000 
francs and regional societies will contribute 100,000 francs 
of Government funds at 2 per cent. 

Q. Who decides the amount of these loans? 

A. The Minister, acting with the commission I have re- 
ferred to. The request comes through a regional office. If 
the regional office does not approve, the matter goes no 
further; if it does approve, then the question as to whether 
the Government shall make the.loan comes to the com- 
mission, of which the Minister of Agriculture is the head. 

Q. Does the law which creates these cooperative socie- 
ties fix any requirements as to who shall be members? 
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VASES. 

Q. Can you in a few words tell us what those require- 
ments are? 2 

A. The law says that the members must be liable with- ; 
out limit, and they all sign, when organizing, a docu- | 
ment accepting the liability. i 

Q. Can anybody become a member without regard to 
their financial responsibility or to their vocation? 

A. They must be landowners, but a small landowner 
would be accepted. A man to be a member of a coopera- 
tive society must own some land, but in cooperative socie- 
ties the amount of shares which a man may have taken 
depends upon circumstances. In a cooperative dairy a 
member having 20 cows should have 20 shares, and a 
man having 1 cow should have 1 share, but both are lia- 
ble. These cooperative societies pay no dividends, as 
such, but a stockholder may receive payments which can 
not in any case exceed 4 per cent. 

Q. From whom does he receive it? 

A. It comes from the profits of the cooperative society. 
At the end of the year when the balance sheet is reckoned 
up the profits of this cooperative society are divided into 
different parts. The first payment which must be made is 
the 2 per cent to the regional office who makes the loan; 
the second charge is for the sinking fund for the capital of 
that loan; third, there is given to the shareholders this 
interest, which can not exceed 4 per cent upon the capital 
which they have paid in, and fourth, if anything remains 
it is divided between members, not according to the capital 
which they have, but according to the amount of business 
they have done. The Government lends without any 
charge to the regional office, but the regional societies loan 
to the cooperative societies at a rate of 2 per cent. 
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Q. How do the cooperative societies who want to borrow 
proceed? Do they address themselves first to the regional 
office and the regional office apply to the Minister of Agri- 
culture, and at the end is it the Minister of Agriculture, 
with the Council of Administration, who makes the loan 
through the regional office to the cooperative society? 

A. Yes. It may seem strange that the Government 
does not loan directly to these cooperative societies in- 
stead of through regional offices, but it is because in case 
the cooperative society fails and the resources of all its 
members are insufficient, and the guarantee which has 
been taken upon its real estate fails, then the regional 
office stands responsible to the Government for that loan, 
and therefore the Government lends to the regional office 
free of charge and the regional office charges 2 per cent for c 
its responsibility. é 

Q. Ifa request fora loan is accepted by the regional office 
and the Government, does the regional office loan it from 
its own capital or does it always go to the Government? 

A. It always goes to the Government; the regional 
office never acts on its own account except for short-time 
loans, three months, that is to the local offices and through 
the local offices to farmers, but in the case of the coopera- 
tive societies loans are for twenty-five years and must 
come from the Government. The amount of the loans is 
limited by law. The act of 1906 definitely limited the 
amount which could be loaned to cooperative societies; 
it was fixed at one-third of the return which comes annu- 
ally from the Bank of France. They can not touch, for 
instance, the 42,000,000 francs paid over by the Bank 
of France in 1897. If this year the Bank of France has 
to pay a tax to the Government of 6,000,000 francs, 
2,000,000 could be loaned to the cooperxative societies. 
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Q. So that in fact those loans come out of that fund of 
52,000,000 francs? 

Ais Ves, 

Q. The Crédit Agricole makes no loans, but serves as 
intermediary and receives 2 per cent for its services? 

A. Yes; the theory is that if at the end of the twenty- 
five years a cooperative society went bankrupt, the re- 
gional office could reimburse the State practically out of 
the commission of 2 per cent for twenty-five years, so that 
at the end of the twenty-five years it would be able to 
repay the State without having gained anything or lost 
‘anything. 

Q. Can these cooperative societies be formed for any- 
thing but for agriculture? 

A. No; they are exclusively agricultural. 

Q. The owner of a mill, can he borrow from the regional 
office? 

A. Yes; we might, for instance, have a cooperative 
weaving society. The transformation of raw material in 
the first degree as from the wool to the yarn is regarded 
as agricultural, but when you go beyond that degree 
it is no longer agricultural. A society which preserves 
meat may get a loan on the condition that the pigs 
or other animals to be preserved have been raised by 
members of the agricultural association or cooperative 
association, but they may not buy the meat outside, and 
it is the same with wool. This rule is very rigidly ad- 
hered to. Ifafarmer, a member of one of these coopera- 
tive associations, had 2 pigs, he could take these 2 pigs toa 
cooperative slaughterhouse or canning company, but he 
could not go outside and buy other pigs and present 
them ‘This is very carefully stated in the law. 
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Q. I suppose in the regional offices all of the members 
of all of the local offices are responsible for the liabilities 
of the regional offices? 

A. Yes; in this sense, that the regional office has no 
other business than that of the local offices. It is scarcely 
conceivable that a local office should go bankrupt, when 
it has perhaps 500 members and all of their property is 
pledged, but if that should happen the regional office is 
responsible; that is to say, all the other local offices 
belonging to the regional office are each responsible. 

Q. As I understand your organization, the members of 
the local branch have their own council of administration 
elected by their members. The regional office has also a 
council of administration, elected by whom? 

A. The council of administration of the regional office 
is elected by the representatives of the local offices. 

Q. And every member of any association is responsible 
for all the debts of all the associations? 

. Practically, yes. 

In the region or in France? 

. It is incredible that it should go beyond a region. 
. Is there a central office outside Paris? 
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No. The regional offices are under the control of 
the State and have inspectors who go once or twice a 
year and examine them. 

Q. Are the regional offices under the control either of 
the Minister of Agriculture or of this office? 

A. In two ways, yes. Every month they all send here 
their balances and the minutes of the meetings of their 
councils of administration; every regional office is in- 
spected one or two times a year by the inspectors from the 
Minister of Agriculture. 
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Q. Can you, if you see fit, direct them as to their way 


of doing business? 

A. The law allows us, in case they have made loans 
not according to the law or have violated the law, to 
immediately demand a return of the money lent to the 
regional office. 

Q. Could you do this in the case simply of unwise 
management? 

A. We do two things: We make no further advances to 
them until their affairs have been put into good condi- 
tion, and we make them return part of the advances. If 
that does not suffice, we would insist upon their returning 
everything that we had lent. 

Q. An individual member is Rt for all the 
members of the association, and they are responsible for 
all the obligations of the regional office; does their respon- 
sibility go beyond that? A member of the society in one 
department, is he responsible for what happens in another 
department? 

A. No. His responsibility is limited to the depart- 
ment in which his local office is. It should be said, how- 
ever, that the 86 regional offices are now taking steps to 
form a society of mutual insurance for the entire system. 

Q. What becomes of the profits earned by the regional 
offices? 

A. They pay a dividend which can not exceed 4 per cent 
to the local offices, and if there is anything over it goes to 
their surplus funds. We hope that the advances which 
have been made by the Government are only temporary; 
that perhaps in twenty or thirty years the surplus accu- 
mulating in these regional offices will be sufficient to re- 
imburse the Government for everything which it has 


« 


320 


Interviews — Bran ce 


advanced. We never hope to return what we get as a gift 
from the Bank of France in the way of a tax. 

Q. Who pays the expenses of the central office here? 

A. It is taken out of the receipts from the Bank of 
France. 

Q. Do you receive deposits in your branches like other 
banks? 

A. Yes. We have the right to receive deposits, but 
so far we have not taken much; it is a habit to be ac- 
quired. 

Q. From members or from anyone? 

A. No; only from members. 

Q. Do you pay interest on them? 

A. Yes; when they are on sight, 2 per cent; for one 
year, 3 per cent. ; 

Q: Do you compete at all with the branches of the 
other banks or with the Bank of France? 

A. No; we have an entirely different class of customers. 

Q. Is there any other institution of this character in 
France, or do you practically cover the field? 

A. The members of these local offices are people who 
up to the time these local offices were organized had never 
had any banking connection at all. The only persons 
with whom the local offices compete are individuals who 
used to loan to farmers at very high rates of interest. 

Q. How much have you loaned up to the present? 

A. Since organization, a little more than 400,000,000 
francs in the aggregate. 

Q. Does that include the Cooperative Societies? 

A. There is very little in them. They have only been 
working a year. They do not exceed 6,000,000 francs. 

Q. Is there any other organization of that character in 
France? 


60481—10 21 225 


National Monetary Commission 


A. There is,the ‘‘Caisse rurale et ouvriere,”’ both for 
the country and town. Its office is at Lyon, and it is a 
private institution which refuses the aid of the State. It 
is a religious institution and does little business. Its bal- 
ance sheets run up to 314,000 francs for the whole of 
France. It has existed for about eighteen years, but it is 
managed mostly by priests in the little villages. 

Q. You state there are 350 of these societies organized 
within a year; that is an average of 1 for every day. 

A. It is a movement which has increased rapidly; like 
everything of that sort it grows very rapidly at the begin- 
ning and afterwards slows down. The law went into oper- 
ation in 1900, but it was only in 1904 that this Bureau of 
Agriculture was opened here in Paris. 

Q. How many members are there in all of the societies? 

A. About 150,000 members who can borrow; that is to 
say, 60 members to a local office. 

Q. What is the total amount of your existing loans? 

A. Sixty-seven million francs, an average of from 450 to 
500 francs per member. 
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Interview with M. Georges Paulet, Directeur de 1’Assurance 
et de la Prévoyance Sociales, au Ministére du Travail. 


Q. We should be glad to have you explain to us the 
character of the business which you transact. 

A. Since 1818 there have existed in France savings 
banks which the law designates to-day “ordinary savings 
banks,” to differentiate them from the postal savings 
bank. Up to 1835 these savings banks existed under 
different forms, such as private institutions, joint stock 
companies, etc., but since 1835 they have been under the 
surveillance of the Government and have been considered 
as institutions ‘‘of public utility.”’ There are 550 ordi- 
nary savings banks. “= 

Q. Are the laws governing them practically the same? 

A. It is rather a complicated matter, like all historical 
institutions. The state laws are the same for all the banks, 
and then each savings bank has its own statutes. 

One can divide savings banks into three groups: First, 
those which are quite independent of municipal authority, 
and are subject only to the control of the state; second, 
those which are more or less connected with the municipal 
organization, in which the mayor is perhaps one of the 
chief officers, and other officers can be designated by the 
municipal council; third, those which are much more 
closely connected with the municipalities, in which the 
majority of the officers are legally appointed by the munic- 
ipal council, but even these savings banks have an inde- 
pendent legal existence apart from the city. All three 
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classes are practically organized in the same way. They 
are governed by a board of directors which, according to 
the three groups just mentioned, is self-electing or is 
appointed altogether or in part by the municipal council. 

Savings banks have two classes of funds to dispose of : 
First, deposit funds, deposited by people and which have 
to be placed in the Caisse des Dépéts et Consignations 
for investment according to the provisions of the law; 
second, theaccumulated earnings of the savings bank—that 
is, the surplus accumulated out of the profits of its business. 
The second class of funds can be invested in a less restricted 
way, and one part of this fund, viz, one-fifth of the capital 
and all the annual revenue, can be invested in workmen’s 
dwellings and social institutions of that sort. (Art. I, law 
of 1895.) The funds deposited with the savings bank must 
be handed over to the Caisse des Dépéts et Consignations, 
which can invest them according to the law of 1895 in 
French ‘‘rente,” or in obligations guaranteed by the state, 
such as railway, municipal, or departmental bonds. 

Q. Do any or all of these banks have accounts in any 
other banks? Do they carry any cash reserve? 

A. They are not allowed to carry more cash than is 
necessary to meet the probable demands of several 
days by reason of the obvious risk in looking after such 
cash. Savings banks can only have a current account 
with the Caisse des Dépdéts et Consignations (p. 59 of 
the last ‘“‘Rapport annuel des Caisses d’Epargne”’ 
gives the various investments of the savings banks). 
In order to have readily available funds to meet possible 
withdrawals from the savings banks, they have an account 
with the Treasury which yields a low rate of interest, and 
an account with the Bank of France which pays no in- 
terest. The account with the Treasury is limited to 
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100,000,000 francs. The law does not limit the account 
with the Bank of France, but the total of the accounts at 
the Treasury and at the Bank of France can not exceed a 
tenth of the aggregate deposits. It is not the individual 
savings banks which have these accounts with the Treasury 
and the Bank of France, but the Caisse des Dépdts et Con- 
signations which has them and which may be considered 
as being the central bank for all savings banks. 

Q. Can you state approximately the amount of the 
deposits in the savings banks? 

A. On December 31, 1906, for the ordinary savings 
banks alone we had 7,600,000 accounts, which represented 
more than 3,400,000,000 francs. 

Q. What rate of interest is paid upon these deposits? 

A. The rate of interest paid to the savings banks is 
fixed by the rates earned on the investments made by 
the Caisse des Dépéts et Consignations. The latter 
withhold as a rule one-fourth of 1 per cent as a special 
reserve from the total percentage earned by the Caisse 
des Dépdts et Consignations upon their investments. 
The rate paid by the Caisse des Dépdts et Consigna- 
tions to the savings banks is always one-fourth per 
cent less than they earn; they earn, say, about 3% per 
cent, and they pay to the savings banks 31% per cent. 
The savings banks in turn have expenses of manage- 
ment which vary from one-fourth to one-half of 1 per cent. 
It follows, therefore, that the rate paid by the different 
savings banks is not always uniform, and is less by one- 
fourth or one-half per cent or some intermediary per- 
centage than the rate paid by the central institution to 
the savings banks; they pay to-day to their depositors 
from 23% to 3 per cent upon their deposits. 
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Q. Are these institutions mutual savings banks, con- 
trolled by individuals in the various localities in which 
they are located, or are some of them stock companies? 

A. Neither one nor the other. They are not private 
associations and are not public corporations, but they 
are what in France are called ‘‘establishments of public 
utility.” pee 
~ Q. Are the deposits secured? 

A. Not by law, but they have a triple guarantee, viz: 
first, the funds deposited with the Caisse des Dépéts et 
Consignations; second, the property of the savings banks 
themselves; third, the general funds which have been 
provided and which accumulate in the Caisse des Dépéts 
et Consignations out of that one-fourth per cent which it 
holds back from the income on its investments. This 
central reserve already amounts to more than 200,000,000 
francs. 

Q. Is the disposition of funds you mention first a 
guarantee? 

A. They can not be wasted by the savings banks, as 
they have to be immediately handed over to another insti- 
tution which is responsible for them. 

Q. In these various institutions is the board of man- 
agement composed of merchants and professional men in 
the community in which they are located? 

A. It varies according to the conditions of the particu- 
lar bank. Generally they select as officers men of influ- 
ence in the community who are apt to be men of leisure, 
very often men who have retired, or who are of indepen- 
dent means, but there are very frequently important busi- 
ness men on the board. In Paris, for instance, there are 
several well-known bankers on the boards. 

Q. Have any of these institutions branches? 
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A. In many cases they have branches. Altogether 
about 1,500 branches. 

Q. So that in fact this system of the ordinary savings 
banks, with its branches, very generally covers the entire 
country of France? 

A. Quite. I will give you a map of France showing their 
distribution. 

Q. What is your control over these banks; do they re- 
port to you as an officer of the Government? 

A. The savings banks have been subject to the Ministry 
of Labor from the beginning, but up to 1895 control was 
limited to the examination here of their reports and docu- 
ments. At that time, however, it was felt that some 
system of inspection on the spot should also be devised 
and this was furnished through the cooperation of the 
Ministry of Finance. The treasurers-general in the differ- 
ent departments forward reports on the savings banks to 
the Minister of Finance, who delegates his own inspectors 
to examine them. These reports are then communicated 
to the Ministry of Labor which examines them in turn and 
then addresses to the banks the necessary comments. 

Q. How often do you receive reports from the in- 
spectors of the savings banks? 

A. It is very variable. The treasurers-general ordi- 
narily examine the conditions of the savings banks at least 
once a year; the inspectors of finance make the round of 
the country and examine each bank perhaps only once in 
four or five years. 

Q. In practice about how much money is carried in the 
Bank of France by the central bank of the savings banks? 

A. It was rather high a few years ago, but one can see 
that the larger the amount kept at the Bank of France the 
less would be the profits of the institution; so, especially at 
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the instance of the advisory commission, the endeavor has 
been made to reduce the sum continually, and in the last 
report, December 31, 1906, it was only 100,000 francs. In 
the Treasury there was at the same moment 88,000,000 
francs. 

Q. Those 88,000,000 frances were, however, in turn de- 
posited in the Bank of France? 

A. They went into the general funds of the Treasury and 
were no longer distinguishable from them. 

Q. All the deposits are, I assume, subject to check; the 
depositors probably losing interest if drawn out within 
the month? . 

A. According to the law depositors must give fifteen 
days’ notice; as a matter of fact, however, not more than 
five or six days are necessary. The law provides, however, 
that in case of a crisis the bank may postpone its payments 
and pay out only fragmentary sums. 

Q. When was the postal savings service inaugurated? 

Ac ins 88r; 

Q. What are the aggregate deposits of the postal savings 
banks? 

A. On December 31, 1906, we had 1,300,000,000 francs. 

Q. Those deposits are redeposited in the same way? 

A. If we leave details aside, the system is the same as 
that of the ordinary savings banks, except, first, that 
all the post-offices of the country act as its instruments 
for the collection of funds; second, that the legislature of 
1881, in order not to permit too great and disastrous 


competition with the ordinary savings banks, decided that 
the rate paid by the postal savings bank should always be 


less by 50 centimes than the rate paid to the ordinary 
savings banks by the Caisse des Dépéts et Consignations, 
Q. Does that ratio prevail to-day? 
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A. Yes. It should be added that to-day the postal 
savings bank system is not connected with the Ministry of 
Labor, but forms a part of the Ministry of Public Works, 
which controls the post-office. 

Q. I understood that the rate allowed by the ordinary 
savings banks was fixed at the end of the year according 
to the net result of the investments of the Caisse des Dépdts 
et Consignations. Is that true of the postal savings bank 
also? 

A. The advisory commission of the Caisse des Dépdts 
et Consignations, and the advisory commission of the sav- 
ings banks meet together in October and, if the rate is to 
be changed, it is then changed for the coming year, but 
that has nothing to do with the rate for the current year. 

Q. Has the rate of the postal savings bank changed 
according to the changes made in the ordinary savings 
banks? 

A. Yes; it is made at the same time, and in the same 
manner. 

Q. Are the general rules and regulations covering the 
postal system the same as those covering the ordinary 
savings bank system as to the period when interest is 
allowed and the time of withdrawal and general conduct 
of the business? 

A. Absolutely the same, except for very small details. 

Q. Is there the same limit for the sum which can be 
deposited in the savings banks in the two systems? at 

A. Yes; more than 1,500 francs can not be deposited 
during any one year, nor can anyone have more than 1,500 
francs to his credit. If, for instance, a man has deposited 
500 francs and then drawn out these 500 francs he can 
not deposit more than 1,000 frances more during that same 
year. : 
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Q. In which system is growth more noticeable—in the 
postal or private savings banks? 

A. Their growth is about parallel; the postal savings 
bank is much less important. 

Q. With 2,000 ordinary savings banks (including their 
branches), what was the reason for inaugurating postal 
savings banks? 

A. It was not necessary, but it was useful because there 
are post-offices in the very smallest villages, whereas ordi- 
nary savings banks and even their branches were only to 
be found in towns, and because post-offices are open every 
day and all day long while ordinary savings banks are 
only open on certain days and during limited hours. 

Q. Of the total deposit of nearly 5 milliards, approxi- 
mately how much are invested in French rentes? 

A. More than 4 milliards are invested in French rentes. 
For details in regard to the ordinary savings banks see 
page 59 of the Compte Rendu. Personally I think it 
would be better not to make approximately all invest- 
ments in French rentes, but that it would be better to 
make a certain part in foreign securities that are listed on 
the Bourse and in good industrial stocks as well. 

Q. Why? 

A. So as to earn a somewhat higher interest, to make 
this accumulation of funds more useful to trade and indus- 
try, and to relieve the State of the responsibility for such 
considerable sums. But this, of course, is only a personal 
opinion. 
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THE REICHSBANK. 


Interviews with Herr Dr. von Glasenapp, Vice-President, and 
Herr Dr. von Lumm, Director, of the Reichsbank. 

Q. By whom are the shares of the Reichsbank owned? 

A. It is all private ownership. The shares are held 
mostly in Germany and Holland, and distributed in small 
lots. The Government owns no shares. 

Q. Will you kindly describe the organization and man- 
agement of the Reichsbank? 

A. We have, so to speak, three boards: First, the Cura- 
tortum; second, the Dircktoriwm (president and directors) ; 
third, the Central Ausschuss. 

1. The Curatorium is composed of five members. The 
Chairman is the Chancellor of the Empire. The Emperor 
appoints the second member, and it has been the custom to 
appoint the Prussian Minister of Finance. The Bundesrath™, 
appoints from among their own number three members, 
which completes the board. It is not the law, but it is the 
custom, that upon the expiration of the term of a member 
of the Bundesrath who is a member of the Curatorium, or 
upon his resignation, his connection with the Curatorium 
- also ceases. The board meets once in three months. It is 
not the custom of the Chancellor to preside at this meeting 
and the Emperor appoints a representative for him, 
usually in the person of the imperial Minister of the 
Interior. 
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In the Chancellor lies supreme power, although he has 
never exercised it but once in the history of the Bank 
On that occasion he demanded that they should not re- 
ceive Russian securities as collateral for loans. This 
order has since been revoked. 

2. The Direktorium (president and directors) isappointed 
by the Emperor for life. It consists of 9 members, 7 of 
whom are directors, and 2 of whom are the President and 
Vice-President, respectively. The president and the other 
members of the Direktorium are recommended by the 
Bundesrath to the Emperor, who makes the appointment. 
In the case of the directors the advice of the Central 
Ausschuss is heard. 

3. The third body, the Central Ausschuss, is composed 
of 15 stockholders, who are elected at the annual meeting 
of the stockholders, together with 15 alternates, who 
serve in the absence of any of the members of the board. 
This body meets once a month. From among their num- 
ber they appoint a subcommittee, known as deputies of 
the Central Ausschuss, of 3 members and 3 alternates. 
The deputies meet weekly with the president and 
directors. The Central Ausschuss are made familiar 


~ with the transactions carried on by the Bank and give 


their advice and recommendations to the Direktorium 
in reference thereto. In practice, their advice is gener- 
ally carefully considered and taken. In two points they 
are given actual power: (1) They have the authority to 
limit the amount of securities which may be purchased 
by the Bank—not as to the character, but as to the 
amount. (2) They have the power to veto any proposed 
transactions with the Empire, or any State of the 
Empire, if such transactions run counter to the general 
conditions of business. The point of this is that the 
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Chancellor might request of the Bank loans for the 
Empire, or for States of the Empire, for the purpose of 
carrying into effect certain plans, and the Central 
Ausschuss have the power of vetoing any such action. 
The management is so constituted that the Government 
has actual and final control through the Curatorium. 
The business of the Bank is transacted by the second 
body, the Direktorfum. In the fixing of the bank rate, 
it is their custom to call a special meeting, if need be, of 
the Central Ausschuss, who always confer in regard to 
the advisability of a change in the bank rate. ‘The final 
power, however, lies with the directors, who usually 
follow the advice of the Central Ausschuss, but who 
have at times disregarded it. 

Q. Is there no provision made for the retirement of 
members of the Direktorium for inefficiency or for other 
causes? 

A. No; in the history of the Bank no such situation 
has presented itself and it is not expected that any such 
occasion will arise. 

Q. In the experience of the Bank has there been any 
lack of harmony between the Central Ausschuss and the - 
directors? 

A. No; no lack of harmony. As stated before, there 
have been exceptions when their advice was not followed. 

Q. Is it customary to reelect the members of the 
Central Ausschuss? 

Ale Yes: 

Q. How do the directors vote? 

A. Each director and the President and the Vice- 
President have one vote. 

Q. How frequently are statements required by the 
Government? 
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A. The law prescribes that weekly statements be made 
in the form of the one which I have furnished you. 

Q. Have the shareholders any liability beyond the 
amount invested in their shares? 

A. No. 

Q. How many branches has the Reichsbank? 

A. Ninety-three head branches. There are 19 of the 
Haupstellen and 74 of the Stellen, not counting sub- 
branches. The Hauptstelle and the Stelle are essentially 
the same. They practically differ only in size. There 
are also about 400 Nebenstellen, or subbranches, which 
report to their respective head branches. 

Q. Have you a system of division of profits for the 
directors of the Reichsbank or of the branches? 

A. The President and Vice-President of the Reichs- 
bank, as well as the other members of the Direktorium, 
have no share in the profits. The heads (directors and 
vice-directors) of more important branches receive a share 
in profits from their respective branches. ‘The percentage 
diminishes the larger the profits become. 

Q. There is a maximum amount to be received? 

A. No. 

Q. There is no other plan of division of profits and no 
other parties interested? 


* A. No. 
Q. Are the officers or directors of these branches paid a 
fixed salary? - 


A. Yes. We have about 90 of these branches whose 
directors and vice-directors share the profits. These 
gentlemen never receive the amount of their share in 
money; the amount is invested for their account in gov- 
ernment securities; from these they receive the interest 
on the capital. Only after they leave the Reichsbank do 
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they receive the amount: After their death their heirs 
receive it. 

Q. Is this plan required by law? 

A. No. It is by royal instruction. These gentlemen, 
who share in the profits, are personally responsible for 
any loss, if it is proved that they have not followed 
instructions, not complied with the rules, or have made 
inexcusable mistakes. 

Q. What is the object in giving them a share in the 
profits? 

A. They have the responsibility of the head branches 
and their subordinate subbranches. Therefore they re- 
ceive a share in the profits, but they are held liable for 
any losses they have improvidently incurred. 

Q. You have in your statement bills discounted 
$221,000,000. Will you kindly describe the class of bills 
constituting that item? 

A. The law prescribes exactly the kind of bills the 
Reichsbank may take. They must not exceed three 
months in time, and there must be on the bill the names 
of at least two parties known to be solvent. 

Q. Are the bills secured or unsecured? 

A. They may be unsecured. 

Q. Would the Bank discount a bill drawn by one 
merchant and accepted by another? 

A. Yes, The Reichsbank is not only a bank for 
banks, but for the commercial and industrial enterprises 
of the Empire. 

Q. Do you loan money direct to merchants? 

A. Yes. 

Q. Have you in Germany what are known as prime 
bills and also other classes? 
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A. Yes, ig practice, but not at the Reichsbank; i. e., 
there are on the market what are known as prime bills, 
which sell at a lower rate than that of the Reichsbank and 
are therefore taken by the banks. 

QO. If one of our banking houses in America should 
draw a bill upon, say, Bleichroeder at ninety days and it 
was accepted by them, could a broker then sell it to the 
Reichsbank? 

A. Yes; there is no reason why the bank should not 
discount the bill, because of its character. 

Q. If a railroad finds it necessary to make improve- 
ments and wants to borrow money could they get money 
at the Reichsbank? 

A. Only on collateral acceptable by the Reichsbank. 
The railroad would probably in such a case go to private 
banks to be financed. 

Q. Assume that there is a manufacturer in Bremen, 
making well-known articles, which he ships to a mer- 
chant in Berlin and draws a bill against that merchant, 
would it be a satisfactory bill to the Reichsbank? 

A. Yes; but in that instance also the merchant would 
probably go to the private bank, where he would get a 
better rate of discount. 

Q. If there were a severe money stringency, would he 
still go to his bank? 

A. Yes; that would probably be the case, and his bank 
might afterwards take his bills to the Reichsbank. . 

Q. Do you show what percentage of bills discounted 
are secured? 

A. No. It is the exception to have collateral because 
the bill is considered on its credit merits and accepted 
accordingly. 
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Q. Then a large percentage of those bills are unsecured? 

As Ves: 

Q. Can you tell us what percentage of them are re- 
ceived by the Reichsbank from banks and bankers? 

A. We have statistics showing that. In 1900 we had 
62,000 clients, of which 2,300 were bankers, 24,800 mer- 
chants, 19,000 industrial societies, 8,oo0 farmers, and 
7,000 miscellaneous. There were goo cooperative so- 
cieties. On September 1, 1906, there were 70,000 clients, 
of which 2,500 were bankers, 26,000 merchants, 22,000 in- 
dustrial societies, 9,500 farmers, 1,000 cooperative socie- 
ties, and 9,000 miscellaneous. 

In the year 1907 our bills amounted to $250,000,000. 
Of this amount, $140,000,000 were discounted for bank- 
ers, $48,000,000 for merchants, $3,000,000 for farmers, 
and $4,000,000 for associations. 

Q. Have you any statistics showing the proportion of 
bills with two names and with three? 

A. No. ‘ 

Q. What is the smallest bill the Bank will discount? 

A. Wehave no-minimum. We discount bills as low as 
ro marks. 

Q. Upon what kind of a bill does the farmer secure an 
advance from the Bank? 

A. He sells his produce, draws a bill upon the purchaser, 
and takes the bill to the Bank as any other man would do, 
or a bill might be drawn upon a farmer and accepted by 
him. 

Q. When he borrows money in the spring with which 
to buy seeds, how does he secure the cash? 

A. He goes to his own bank for that. There are co- 
operative societies for this purpose, which are a great factor 
in Germany. 
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Q. Will the manager of a branch of the Reichsbank re- 
new a farmer’s three months’ bill if desired? 

A. Yes; an exception is made for the farmer. Other 
bills are not renewed. 

Q. Are farmers required to maintain a balance in order 
to secure accommodation? 

A. People who hand in bills for discount are required 
to keep a satisfactory balance. 

Q. The statement before us, dated December 31, 1907, 
shows $356,000,000 bills discounted. Your rate is now 
4 per cent, while the private rate is 234 per cent to 3 per 
cent. Why should anybody pay the Reichsbank 4 per 
cent when he can borrow the money of other banks at a 
lower rate? 

A. Because not all bills would be taken at the private 
rate of discount. 

Q. The character of these bills is such that anybody 
would take them, is it not? 

A. Yes; they are of high character—they must be; 
but they are not all what would be called prime bills, 
these must be as a rule of 5,000 marks or more and 
mature in from fifty-six to ninety days or less; only prime 
bills command the private discount rate. 

Q. In practice, does not the amount of bills discounted 
at the Reichsbank materially decrease in times of easy 
money? 

A; Yes, 

Q. The bank rate is 4 per cent. Does that mean 4 per 
cent is charged on three months’ bills? 

A. Yes; and on all bills which the Reichsbank dis- 
counts. 

Q. Would a customer in a little town in South Germany 
get his bill discounted at 4 per cent to-day? ‘ 
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A. Yes; and at every branch of the Reichsbank. 

Q. Could anyone get a lower rate than 4 per cent? 

A. No; the Reichsbank has only one rate of discount. 
There was a time when the Reichsbank did a similar 
business to that which the Bank of England does now, 
i. e., that they would purchase in the market prime bills 
at a more favorable rate, but in 1896 it was decided to 
have but one rate for everybody. 

Q. Please state the reason for the change of policy. 

A. The most important reason was that it was thought 
that a great central institution like the Reichsbank, with 
its tasks and duties to the whole of the community, ought 
not to make a distinction of any class, or make an excep- 
tion in favor of anyone. It is the policy of the Bank to 
serve all alike. 

Q. Was there any question on the part of the other 
banks as to the competition of the Reichsbank and was 
this change of policy made because of any agitation? 

A. No; there were no complaints by private banks. The 
lowest Bank rate was still higher than the rate of the 
other banks. 

Q. Is the Reichsbank disposed to favor every applica- 
tion for discount or loans if the character of the offering 
be satisfactory? 

A. It is their duty to listen to everyone who comes for 
accommodation, whether he has an account or not. The 
principle of the Reichsbank is not to serve a part of 
the community, but the whole. The Reichsbank is for 
everybody. 

Q. Private banks endeavor to take care of their cus- 
tomers, but they also have regard for the profits of their 
stockholders. 

A. Our stockholders have secondary consideration. 
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Q. Will you describe the loans on collateral, ‘‘ Lombards,”’ 
stating the character of the collateral you are permitted 
to take? 

A. 1. Gold and silver. 2. Government and municipal 
issues, and the shares, debentures, and bonds of railroads 
of nearly every kind within the Empire. We do not take 
real estate mortgages. 3. Securities of foreign govern- 
ments, also railroad securities in foreign countries with 
guarantee of their respective governments. 4. Bills 
receivable that are of a character satisfactory for the 
bank to discount. 5. Bonds of mortgage companies 
(Pfandbrief), which may be secured by mortgages on 
real estate, manufacturing plants, etc., the obligation 
given being that of the company, with the bonds as 
collateral. 6. Merchandise, when located within the 
Empire. 

Q. How do you secure control of the merchandise? 
Do you accept warehouse receipts? 

A. We do not have the system of warehouse receipts 
in Germany. We take it under the lock of a third party, 
or it is placed 20. possession of one of our branches. 

Q. Is the fate on Lombards usually 1 per cent above 
the discount rate? 

A. Yes; as a rule. In times past exceptions have 
been made on loans with government securities as col- 
lateral, but that practice has been given up. 

Q. Are Lombards permissible as a cover for note issues? 

A. No. 

Q. What is the minimum deposit received by you? 

A. The Reichsbank accepts any amount deposited, 
even one mark. 

Q. Are your deposits subject to check? 
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A. The money is drawn against check. There are 
two kinds of check—white and pink. The white is for 
withdrawing cash over the counter, the pink for making 
transfers. 

Q. Have you different classes of deposits? 

A. No. 

Q. Do you pay interest on your deposits? 

A. The Reichsbank does not pay interest on money 
deposited with it. It receives money on deposit and for 
transfer. Most large houses keep an account with the 
Reichsbank. There is therefore always a certain amount 
to their credit. The Reichsbank does a large transfer 
business for them. 

Q. Is it the custom for banks in Berlin and other 
important centers to carry balances in the Reichsbank 
as a part of their reserve? 

A. It is the custom for the banks to keep a large part 
-. of their cash with the Reichsbank. They only keep a 
small amount of cash in their tills. 

Q. Is that true of banks in other cities than Berlin? 

De Wes. 

Q. Does the Reichsbank pay the same taxes that the 
other banks do? For instance, income tax and other 
taxes? 

A. No; we are free from the government income tax, 
and the license fees, but we must pay the real-estate tax. 

Q. The transfer of funds from point to point in the 
Empire for banks and for private individuals is an impor- 
tant part of your business, 1s it not? 

As-Yes: 

Q. If, having no account with the Bank, I ask you to 
receive from me 10,000 marks and transfer it to Hamburg, 
to one having an account, what would you charge? 
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A. Ten thousand marks for transfer costs 1 mark, 3,000 
marks transfer costs 0.30 mark, 4,000 marks cost 0.40 
mark, and soon. ‘Transfers between depositors with sat- 
isfactory accounts are made without charge. A man wish- 
ing to transfer 10,000 marks to another in Hamburg and 
both having no account, the Reichsbank would charge a 
higher rate than 0.10 per 1,000. ‘They charge 0.50 mark 
up to 2,500 marks and o.20 mark for each additional 1,000. 

Q. Is the charge for profit or to cover expense of 
transfer? 

A. Both. 

Q. What is the relation between this bank and other 
banks, such as the Deutsche and the Dresdner—that is, 
as to the character of business transacted? Are you not 
competitors? 

A. It may be said that the Reichsbank is more re- 
stricted by law. At a private bank the rate of dis- 
count may be much cheaper than at the Reichsbank. 
The private banker knows his clients, and he may be 
willing to accept from them a bill that the Reichsbank 
would not and could not accept. 

Q. Then there is to some extent competition? 

A. Yes; but that competition is not large. It is not 
felt that the Reichsbank is a competitor of other banks, 
but it is a public institution. The Reichsbank has its 
official rate, which is higher than the private rate. A 
bank will take bills on its own account running three 
months or more and hold them, and in case of need will 
take bills running ten days or less to the Reichsbank for 
discount. The Reichsbank pays no interest and acts as 
agent for transfer of currency and credit to all parts of 
the Empire without charge. 
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Q. Are you restricted by law in paying interest? 

A. We are permitted to pay interest on deposits equal 
to the amount of our capital and surplus, but it has 
never been our custom to pay interest on any amount. 

Q. Have branches of the Reichsbank been located 
from time to time in various parts of the Empire, and 
is the practice still continued? 

Ps AES. 

Q. Has there been any feeling that the branches were 
supplanting the private local banks in small towns? 

A. There may have been some instances where a 
banker may have been dissatisfied at the Reichsbank 
opening a branch in his locality, but as a rule the banks 
at such a place are quite pleased to have the Reichsbank 
open a branch in order that they may have the benefits 
of its facilities. 

Q. What is the law in regard to the division of your 
profits? 

A. Shareholders receive 34 per cent dividends and 
one-fourth of the excess, the Imperial Government re- 
ceiving the other three-fourths. Upon that basis they 
received dividends of 8.22 per cent in 1906, 9.89 per cent 
in 1907, and 7.77 per cent in 1908. ‘Two-thirds of the total 
profits in 1907 went to the Government. The share- 
holders received $4,450,000, The Government received 
$8,627,000. 

. Do you own all the buildings of your branches? 

No. 

. What is the value of the buildings? 

. About 55,000,000 marks. It might be a little more. 
. You carry them in the balance sheet at cost? 

Yes. 
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Q. Do you publish your losses? 
A. Yes; in the annual report of the Reichsbank. For 
the year 1907 we show: 


Dollars. 
Mossesvonsoutstandine = bills aaa. sea a eee eee 5, 500 
Tosses On COUN tEHIClts NOLES ee See aa see saan ae ee 82, 000 
ieosses on selling bank property 2s ae ose eae eee 1, 800 
Wspsses on secitities: sold sace2 = 55a ee ee eee ee 1, 800 


Q. You say that the Reichsbank has never purchased 
any other securities than government securities? 

A. The Reichsbank does not purchase any securities. 
They have the right, but never have done so. As a rule 
the department of open deposits has 1% million marks of 
government securities, or municipal securities, so as to 
have a certain amount for the public, but only for trading 
business. They do not carry railroad securities. They 
do not invest except as stated. 

Q. You stated that the Central Ausschuss had veto 
power as to the amount of securities that the Reichsbank 
might purchase for their own account. You also stated 
that they have never purchased any securities? 

A: Yes: ; 

Q. You show about $28,000,000 of securities owned. 

A. They are practically all government treasury bills; 
they are not bonds, but notes of the Empire, having 
on the average thirty days to run. 

Q. Are they purchased for the return upon investment? 

Ae Ves: 

Q. In practice does the Government offer them here, 
or are they purchased in the market? 

A. Offered here. The Government deposits treasury 
bills with us for safe-keeping. They also deposit funds 
with us asa private firm or bank might do. If they with- 
draw or their credit runs low we usually purchase from 
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them treasury bills, crediting their account with the 
proceeds. 

Q. What rate do they bear? 

A. They do not bear a fixed rate, but are discounted 
as any other bills. 

Q. Is there an exception made in the rate to the Gov- 
ernment? 


A. No. 
Q. To any other institution or person? 


A. No, 

Q. What are the relations of the German Government 
to the Bank in the conduct of its business; what is 
required of the Bank? 

A. First, the Bank has to regulate the circulation of 
money, and, second, it has to handle the Giro or transfer 
business and to make payments for the Government as 
well as to receive the sums due to the same, wherever 
branches of the Reichsbank exist. 

Q. Does the Government deposit in the different 
branches of the Reichsbank? 

A. Yes. Every department of the Government has 
its own account and is treated the same as any other 
customer. The Reichsbank is the fiscal agent for the 
Imperial Government and they do everything that is 
required without compensation. Without being obliged, 
the Reichsbank might head a syndicate for taking over a 
government loan. 

Q. The government deposits are received and treated 
exactly the same as the deposits of farmers? 

A. Yes. The business for the Government and its 
departments is handled the same as for others, and no 
interest is paid on deposits. There is, however, one 
exception; every private institution is required to keep 
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a minimum balance to its credit, but not so with the 
departments of the Government. The Empire keeps in 
the aggregate sufficient to compensate. 

Q. Are there any securities or guarantees lodged with 
the Government? 

A. No; as we said, the funds of the Government are 
received on the same basis as those from all other sources. 
The Government keeps a minimum amount to its credit 
and the Reichsbank does the business without any charge. 

Q. Does the Prussian Government deposit in its own 
bank or in the Reichsbank? 

A. Mostly in its own bank, the Seehandlung; but also 
in the Reichsbank. 

Q. Does the Imperial Government deposit all its funds 
with the Reichsbank? 

A. Mostly. 

Q. Does the Government carry accounts in any other 
banks than the Reichsbank? 

A. They may. 

Q. Does the Seehandlung have an account in the Reichs- 
bank? 

A. Yes; they must use the offices of the Reichsbank 
for transfer. 

Q. You have among your assets, Retchskassenschetine, 
75,000,000 tnarks—$18,000,000. These are, we presume, 
part of the 120,000,000 marks issue of government notes? 

A. Yes. These notes are an obligation of the Gov- 
ernment based on the general assets of the Government. 
They are payable on demand to bearer. ‘The law is very 
strict about these notes issued on the credit of Govern- 
ment. They must be received by the Government in 
payment for public dues. They are redeemable at the 
Reichsbank in cash. : 
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Q. What are the denominations? 

A. Five, ten, twenty, and fifty marks. 

Q. Are these notes in general circulation? 

A. Yes; in future they will be in 5 and 10 mark denom- 
inations; the 20 and 50 denominations will be retired. 

Q. Why do you carry more than 50 per cent of the 
issue? 

A. Because of the fact that the 20 and 50 mark notes 
are to be reissued in smaller denominations. The Reichs- 
bank takes them and substitutes its own notes of like 
denominations for the purpose of withdrawing from cir- 
culation the 20 and 50 mark government notes, and to 
issue the smaller denominations therefor. 

Q. Is the system of note issue with a monopoly granted 
to the Reichsbank satisfactory to the German public? 

A. Yes; absolutely. 

Q. Is there any disposition to restore to other banks 
the right of note issue? 

A. None. Formerly, in the year 1876, when the Reichs- 
bank was created, there were 33 private banks which had 
the right to issue notes; now only 4 of them have issues. 

Q. What notes of the Reichsbank are taxed? 

A. Notes issued in excess of the aggregate of the fol- 
lowing items: First, the amount of gold bullion and specie— 
gold, silver, copper, and nickel—held by the Bank; second, 
the amount of government notes (Reichskassenschewne) 
so held; third, the amount of uncovered notes authorized 
by law (the Kontingent), 472,000,000 marks; fourth, the 
amount of notes of other banks held by the Reichsbank. 

Q. Under what circumstances does the Bank issue the 
taxed notes? 

A. They are issued when there is a demand from the 
country for additional circulation. There are a number 
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of reasons which bring about that demand. Some of 
them recur nearly every year at the season of harvesting, 
and again at the end of the year. 

Q. Can you give us an idea of the additional amount 
that is required for harvesting, for instance? 

A. No; it is impossible to keep any figures for that. 

Q. Do the bank reports show the weekly fluctuations? 

A. Yes. There was a fluctuation from the highest to 
the lowest of 600,000,000 marks in 1907. 

Q. How was the amount of the Kontingent of 
472,000,000 marks determined? 

A. That is quite an arbitrary amount. It was fixed in 
1876 at 250,000,000 marks in an arbitrary way, but, the 
population and commerce having increased, this arbitrary 
amount was increased at the time of the revision of the 
bank law in 1899. It has been enlarged from time to 
time by the fact that a number of note-issuing banks 
in Germany have renounced their charter rights and their 
retired contingent has been added to the arbitrary amount 
of the Reichsbank. 

Q. Is there any agitation for an increase of the Kon- 
tingent? 

A. Yes; the wish has been expressed in the financial 
and industrial press. 

Q. Is there any agitation for a change in the percentage 
of gold reserve required? 

A. No. 

Q. Do you attribute the recent largely increased amount 
of taxed issues to the enlargement of the business of the 
Empire, or to monetary conditions; that is, unsatisfactory 
financial conditions? 
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A. To both. It is partly the result of the industrial 
activity in the different parts of the world and partly in 
consequence of the crisis in America. 

Q. Do you think that these conditions are likely to 
result in a change in your system? 

A. At the next session of the Legislature in December a 
revision of the bank law will be discussed, and it is quite 
possible that the Kontingent may be increased; there is 
nothing certain about it. They will also consider a plan 
for the increase of the untaxed note circulation at certain 
periods of the year, when the greatest demand usually 
occurs. 

Q. Is there any agitation for a graded tax? 

A. No. 

Q. Do you always charge a higher rate of discount for 
bills when you have a large amount of taxed notes out- 
standing? 

A. Ne. On occasions the Reichsbank has not inereased 
its rate of discount above 5 percent. At times we have 
discounted even at 3 per cent, when we have had to pay 
a tax of 5 per cent. | 

Q. It has been suggested to us as a matter of policy in 
times of stress that it would be better for you to add the 
5 per cent tax to the rate of discount. 

A. The Reichsbank must be considered in the first 
place as a public institution which has to take care of the 
public interest, and that it is secondarily a money-making 
institution. 

Q. Is there any connection between the rate of discount 
and the issue of taxed notes; in other words, could there 
be a condition of affairs where the rate was 6% per cent 
and there were no taxed notes outstanding? 
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A. Yes. That has happened. The fact of the Reichs- 
bank having to pay a tax at certain times does not in 
itself influence the rate of discount. The directors decide 
whether in their judgment the conditions warrant or 
require the raising of the rate. 

Q. Is there any limitation upon the amount of note 
issue? 

A. Yes. It must not be greater than three times the 
amount of gold in coin and gold bullion, silver, copper, 
and nickel, and government notes (Retchskassenscheine) 
held by the Bank; and furthermore all notes issued in 
excess of the gold coin and gold bullion, silver, copper, 
and nickel, and government notes (Reichskassenscheine) 
must be covered by bills discounted. 

Q. Is there any restriction as to the percentage of silver? 

A. No; but there is another law, the coinage act, by 
which the amount of silver coined depends upon the pop- 
ulation. They do not coin more than 20 marks per capita. 

Q. Is-there any distinction as to the character of the 
bills that are permitted to be used as a basis for note 
issues? 

A. The Reichsbank may take any bills having three 
months or less to run, bearing at least two good signatures. 

Q. Can‘you use foreign bills for that purpose? 

A. Yes. All the bills I have described can be taken 
as a basis for circulation. 

Q. Every bill you discount can be used? You wouldx* 
not take any bills except those which could be so used 
(except, of course, Lombards, which could not be used)? 

A. No. 

Q. According to your weekly statement you carry none 
of your own notes as an asset? 

A. No. 
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Q. They are merely held here and in your branches in 
store and only regarded as issued when paid out? 

A. Yes; they are considered as issued only when out of 
our possession. 

Q. But a note in the hands of the Deutsche Bank would 
be an issued note? 

A. Yes. 

Q. What is the system of bookkeeping, if a man deposits 
to-day a Reichsbank note of 100 marks? 

A. The Reichsbank ‘would credit the man 100 marks 
and deduct 100 marks from circulation. 

Q. The item, “Issues of other banks,’ are those the 
notes of the four other banks of issue? 

Ap Yes, 

Q. What is the total outstanding circulation of the 
four other issue banks? 

A. The notes of the four other issue banks at the end 
of 1907 were 141,000,000 marks. 

Q. Are these notes carried as reserve? 

A. No. , 

Q. What effect has the holding by you of the notes of 
other banks upon your privilege of issue? 

A. The amount we are allowed to issue without tax 
may be increased by the amount of the notes of other 
banks held by us. 

. Is that true of 75,000,000 marks of government notes? 
. Yes, and these are also a basis for issue. 

. You mean as any other bills discounted? 

. No; as coin, for they are as good as gold to us. 

. Then as these notes come in, you like to hold them? 
. Yes; as we hold gold. 
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. You say this amount is large now because of the 
plan of changing from higher to lower denominations? 
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A. Yes; otherwise it might be smaller. It usually 
averages about 25,000,000 marks. 

Q. Are the notes issued by other banks received every- 
where? Are they current all over the Empire? 

SPYVES: 

Q. Are the notes of the Reichsbank redeemable in gold 
at all your branches? 

A. Only as far as the provision of gold is sufficient at 
the time. 

Q. That is, they can pay in gold or not, as they see fit. 

A. Yes; but, in fact, they have never been refused. 

Q. The notes are redeemable here in Berlin? 

A. We are obliged to redeem all notes presented here at 
the Reichsbank. 

Q. You had on December 31 780,000,000 marks in 
gold, silver, and imperial notes, and 626,000,000 marks of 
taxed notes outstanding? 

A. YES. 

Q. Your cash reserve was very close to the line of your 
limitation? 

A. It was about 41.3 per cent. 

Q. Was that exceptional, or had it at any time been 
lower? 

A. That is a very great exception indeed. It has only 
been lower at one time, namely, the end of 1906, when it 
was 40.3 per cent. ‘ 

Q. What would happen in case it went to 32 per cent? 

A. We should have to go on discounting bills. We 
should simply have to do it. We could not stop it. If 
we did it would bring about the greatest panic that we 
ever experienced. 

Q. What steps do you take to increase your gold reserve 
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A. We always have a large amount of bills of exchange 
payable in foreign countries, payable in gold. 

Q. What amount of foreign bills did you have on 
December 31? 

A. It was very small at the end of the year, but before 
it was much greater. 

Q. You must have taken some steps to add to your 
gold at that time. What steps did you take? 

A. We increased the rate of discount. We consider that 
this measure is the only effective one. 

Q. How high was the rate at that time? 

A. Seven and one-half per cent. 

Q. If this increase had not been sufficient, you would 
have further increased the rate? 

A. Ves. 

Q. Do you also loan money without interest to people 
who are importing gold? 

A. Yes, that is done. We make advances without in- 
terest to importers for the time the gold is in transit; we 
do that even in times when the ordinary gold import point 
is not reached. 

Q. Are there any other steps taken to increase the im- 
port? 

A. Well, besides granting loans without interest on ” 
gold imports, we may raise at such times our tariff for 
the purchase of foreign gold coins, as the Bank of Eng- 
and does. 

Q. Pay a higher price? 

A. Yes; but this is not important. The real remedy 
is to raise the rate of discount, besides selling a certain 
amount of foreign bills. 

Q. How long do you allow for the import of the gold? 
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A. About the time the gold takes in transit, say from 
New York ten days, fifty days from Australia. The long- 
est time is fifty days. 

Q. Do you take any steps to prevent exports of gold? 
We have been told that it is the habit of the Reichsbank, 
in case of large exports of gold from Germany, to suggest 
to the other banks that it is not agreeable to have the 
gold exported. 

A. It has never been the case and never will be the case 
that any such suggestion has been made by the Reichsbank 
to anybody. If it happened during the last crisis that 
some of the banks refused to export gold, that was 
done for wrongly understood patriotic reasons. The 
Reichsbank is not in favor of such measures and it is very 
sure that such a thing will not happen again. We con- 
sider this measure absolutely wrong. It was done in spite 
of the Reichsbank. After it happened the Reichsbank 
approached the other banks, expressing the wish that it 
should not happen again. 
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Interview with Herr Geh. Oberfinanzrat Lottner, Director of the 
Royal Seehandlung, Prussian State Bank. 


When was this bank organized? 
1772. 

What is the capital of the bank? 
One hundred million marks. 

By whom are the shares owned? 
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There are no shares; the capital is owned by the bank, 
which may be regarded as a juristic person, an independent 
legal subject. 

Q. You mean that the bank is owned by the State? 

A. I mean that you must think of the Seehandlung asa 
person who owns its capital. 

Q. Who invested the money? 

A. The money was originally invested by stockholders 
in the time of Frederick II, but afterwards the share- 
holders gave up their stock, for which they were paid. 
The shares were mostly owned by the King and by his 
associates, and they handed them over to the bank, so 
the capital is really owned by the bank itself. Including 
the value of its buildings and industrial establishments 
(mills in Bromberg, spinneries in Landeshut in Silesia, the 
Royal Loan Office, etc.), the capital really amounted to 
about 34,400,000 marks in 1904, and in that year it was 
increased by about 65,000,000 marks, which the Prussian 
Government contributed. The Prussian State simply 
transferred to us 65,000,000 marks of their obligations in 
order to make this increase in the capital. 
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Q. These securities were practically donated? 

A. Yes. 

Q. Are dividends paid and, if so, to whom? 

A. There is no one to receive dividends, because there 
is no one who owns the stock, but the proceeds in excess of 
all the expenses are paid to the Prussian State. 

Q. So, in fact, the Prussian State receives all the net 
profits from the business? 

Ae Ves. 

Q. Then the bank is really owned by the State? 

A. That question is not absolutely clear, but it is prac- 
tically as if the State owned it. Although the bank owns 
its own capital, it is subject to the instructions and control 
of the minister of finance like a public institution. It 
works in the interest of the State and would not be per- 
mitted to undertake business in any way contrary to the 
interests of the State. If we want to give special gratui- 
ties we can do so, but our net profits have to be handed 
over to the State. 

Q. Have you a president? 

A. Mr. Havenstein was the president. He is now Presi- 
dent of the Reichsbank. His successor has not yet been 
appointed. 

Q. Have you a vice-president? 

A. No; but the oldest member of the board of directors 
represents the president. 

Q. Who is responsible for the conduct of the business? 

A. The president. 

Q. Has he associated with him directors? 

A. No; he is personally responsible, 

Q. To whom does the president report? 

A. To the Prussian Landitag and to the Oberrechnungs- 
kammer. : 


360 


Interviews — Germany 


Q. What is the Oberrechnungskammer? 

A. That is a special institution of Prussia. It is a com- 
mittee directly subject to the King, but independent of 
the ministry, which examines the accounts of public 
income and expenditure, the increases and decreases in 
public property, and the management of the public debt. 
It naturally audits the accounts of all government institu- 
tions, like the state railways. It has the right to super- 
vise and to examine all the statements published by these 
companies, even to the smallest details. The reports of 
the Oberrechnungskammer are handed over to the Prus- 
sian Landtag, who have the right to examine them. 

Q. By whom is the president appointed? 

A. By the King of Prussia for life. 

Q. What are the particular functions of the bank? 

A. In the first place, it is an organization to help the 
State of Prussia. The principal part of the business is 
to finance the loans of the State. It may undertake the 
loans alone, but as a rule it heads a syndicate of the large 
banks. . 

Q. That is, you associate with yourselves the Deutsche 
Bank, the Disconto-Gesellschaft, and others for the pur- 
pose of bringing out a state loan? 

A. Yes. 

Q. Is the Seehandlung the depository of the Prussian 
Government? 

A. Yes. Whatever money the Prussian Government 
has at its disposal is handed over to the Seehandlung 
for short periods. 

Q. The Prussian Government then does not have any 
funds elsewhere. They are all deposited here? 

A. They have the Prussian Generalstaaiskasse, state 
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Q. What proportion of the funds of the Prussian Gov- 
ernment are kept with the Seehandlung and what with 
the Generalstaatskasse? 

A. We can not tell, because we do not know. ‘The 
Minister of Finance would have statistics about that, but 
he probably would not show them. 

Q. In what form is this money kept by the Govern- 
ment in their Generalstaatskasse? 

A. They have as little cash as possible; it is mostly 
paid over to the Reichsbank, to be drawn upon at any 
time. The amount of money which they have in gold, 
silver, and paper money or Reichsbank notes is small. 

Q. The Prussian Government keeps part of its balance 
with the Seehandlung, but also keeps some with the 
Reichsbank? 

A. Yes; they carry a Giro or transfer account there. 

Q. When the State of Prussia pays a bill by a check, 
would that check be drawn upon either the Seehandlung 
or the Reichsbank? 

A. The State would draw that check on the Reichs- 
bank. All of the income of the State is paid into the 
general state treasury from the various provincial treas- 
uries in so far as the latter do not require money for imme- 
diate expenditure. These payments, however, for the 
most part, are not made in cash, but by transfers through 
the agency of the Reichsbank, with which the general | 
state treasury and the provincial treasuries keep accounts. » 
The general state treasury keeps only comparatively small 
amounts of specie, paper money, and bank notes. It can 
obtain such at any time at the Reichsbank on its balance. 
Whatever money the Minister of Finance, to which depart- 
ment the general state treasury belongs, does not actually 
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need, is transferred by him again through the agency of 
the Reichsbank to the Seehandlung, which invests the 
same for the account of the Finance Minister or of the 
State in loans and discounts running comparatively short 
periods, say from one to three months. The interest upon 
these loans and discounts reverts to the State, the Seehand- 
lung being paid a commission for its trouble. The State 
draws no checks upon the Seehandlung, as the balance 
which it keeps with that institution is invested, if only for 
a comparatively short period. 

Q. Would the Imperial Government draw a check on 
the Reichsbank in payment of an obligation, or upon a 
department of the Government? 

A. They do not draw on any other than banks. They 
draw on the Reichsbank. 

Q. What are the other principal functions of this bank? 

A. We assist the State in all its financial transactions. 

Q. Have you any other particular functions? 

A. We do a general business, like the Reichsbank, with 
banks and individuals. We receive deposits from pri- 
vate sources, merchants, corporations, manufacturing con- 
cerns, banks, etc., under conditions specified in this pam- 
phlet entitled Bedingungen fur den Geschaftsverkehr ber 
der Koniglichen Seehandlung. 

Q. Do you compete for deposits with the Deutsche 
Bank or the Dresdner Bank? 

A. Yes, to some extent. It is not our intention to do 
so, but of course we practically compete in some ways. 
Our rates on deposits are less favorable than those of these 
banks. 

Q. About what rate do you pay on deposits? 

A. It depends upon the market. 
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Q. The Deutsche Bank and the Disconto Bank to-day 
are paying on deposits 14 to 2 per cent in Berlin. What 
are you paying to-day? 

A. For daily deposits 14 per cent. For daily deposits 
the Seehandlung ordinarily pays 2 per cent under the cur- 
rent discount rate of the Reichsbank, but not more than 
3 per cent per year. For time deposits requiring thirty 
days’ notice we pay 14 per cent under the Reichsbank 
discount rate, but not more than 34 per cent per year. 

Q. That applies to the government deposits as well as 
to the other? 

A. No. The Government has no interest-bearing de- 
posits at the Seehandlung. 

Q. Are you restricted as to the character of loans you 
may make, or the bills you discount? . 

A. Yes, there are certain restrictions. We can only 
take bills with three good signatures. The Reichsbank 
requires at least two. 

Q. You also do a Lombard business similar to the 
Reichsbank? 

A. Yes. 

Q. Are these Lombard loans—140,000,000 marks—on 
call? 

A. No; they average at least one month. 

Q. Do you take real estate mortgages? 

A. No. 

Q. Do you purchase securities for investment? 

A. Yes; but only securities yielding a fixed rate of 
interest, such as state and municipal bonds, the mortgage 
bonds of Landschaften and like institutions. 

Q. Has the State of Prussia the right to request you 
to purchase their securities? 
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A. Yes; the Minister of Finance can require the See- 
handlung to buy or sell government loans. 

Q. How frequently are statements made to the Gov- 
ernment? 

A. Once a year. The statement is submitted to and 
approved by the Prussian Landtag. 

Q. The capital was increased in 1904 from about 
34,000,000 to about 100,000,000 marks by the gift from 
the Prussian Government of their securities to the amount 
of 65,000,000 marks. What was the nature of those 
securities? Were they long-time bonds or exchequer bills? 

A. That was left to the Minister of Finance by the law; 
they were partly in short exchequer bills and partly in 
long-time bonds. 

Q. What was the reason for increasing the capital? 

A. Because of the general development of Germany 
and the Prussian State, especially to make us better able 
to support Prussian ventures. It was quite impossible to 
handle the government business properly without a larger 
capital. 

Q. What dividends are paid to the Government? 

A. The Seehandlung does not pay dividends, but it 
turns over its surplus earnings to the Government—in 
1903, 3.58 per cent; in 1904, 6.55 per cent; in 1905, 5.18 
per cent of the capital invested. 

Q. You really do a very small amount of commercial 
business in the way of loans. You do not finance com- 
mercial enterprises to any large extent, yet you are known 
as the sea-trade (Seehandlung) society. Why is that? 

A. Frederick the Great founded the Seehandlung to 
promote Prussian trade, especially the over-sea trade. His 
first intention was to help the Silesian linen and other 
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industries, and in connection with their various enterprises 
the shipping fleet was largely built up and its importance 
increased. At one time this company had a salt monopoly 
and a wax monopoly. 

Q. Do you mean a monopoly in the way of ownership 
by the Seehandlung? 

A. Yes. ‘The salt which came into the different ports 
of Prussia and the wax which came from Poland were 
bought up by the Seehandlung. At one time the See- 
handlung also had mills, spinning and weaving plants, iron 
foundries, and river steamers. 

Q. Is this bank now engaged in operations of that 
character? 

A. We still own two industrial establishments, the flour 
mills in Bromberg and a linen spinnery in Landeshut in 
Silesia. 

Q. Are you interested in any other projects of this 
nature? 

A. No. During the last century the Seehandlung has 
loaned the Government a great deal of money for road 
building, drainage, forestry, and the like, but it has not 
managed these undertakings. 

Q. Did the manufacturing propositions originate with 
the bank, or did the bank join with others? 

A. No; the bank did that independently, at the instance 
of the Government. 

Q. To-day, if you thought wise, could you erect a large 
manufacturing plant and engage in business? 

A. No; since 1850 no new commercial enterprise can be 
undertaken by the Seehandlung. 

Q. At what value do you carry the enterprises now 
owned ? 

A. Less than a million marks. 

366 


Interviews — Germany 


Q. Are they carried at cost, or less than cost? 

A. The full value is much higher. 

Q. Did they cost as much as that? 

A. We can not say, but they appear at a much lower 
figure than they would cost at the present time. These 
were undertaken by the bank prior to 1850. 

Q. Is there any requirement that you shall dispose of 
these properties? May you keep them as long as you 
please? 

A. The Landtag wishes us to dispose of the spinnery, 
but not of the mills, because there are special government 
matters connected with them. 

Q. Is the Kingdom of Prussia responsible for the de- 
posits in this bank? 

A. The State is responsible for all the transactions. 
That was regulated by an order of the Cabinet of the King 
on January 17, 1820. The State is responsible for all 
transactions of the Seehandlung. 

Q. Can you state whether that is true of other state 
institutions such as the Central-Genossenschafts-Kasse? 

A. No. In the case of the Central-Genossenschafts- 
Kasse the government is only responsible to the amount 
of the capital which it has contributed. 

Q. A large per cent of your funds are loaned on the 
stock exchange? 

A. Yes. 

Q. You make loans only on securities which are listed 
upon the stock exchange? 

A. No. We can make loans on any securities of com- 
mercial and industrial companies that we see fit. It is 
left to the judgment of the Seehandiung. 

Q. Are your loans on the stock exchange on call, or 
for a fortnight? 
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A. They are generally for from one to three months. 

Q. But most of your loans are on the stock exchange? 

Bon ves: 

Q. And your discount business is comparatively insig- 
nificant? 

A. Not insignificant, but small compared with our loans 
on the stock exchange. ~~ 

Q. Do you carry a balance with the Reichsbank? 

A. Yes; for transfer purposes. : 

Q. Do you carry that balance as your reserve, or do 
you endeavor to maintain an independent cash reserve? 

A. It is only for the practical purpose of being able 
to make the transfers through the Reichsbank. We do 
not need reserves because we have the State behind us. 

©. You do not carry a cash reserve of any importance 
as against your deposit liability? 

A. No; because the State is responsible for it. 

Q. Is this bank a member of the Clearing House? 

A. Yes; at the Reichsbank, but not at the Kassenverein. 

Q. If a draft were presented to this bank through the 
Clearing House larger than your balance in the Reichsbank, 
how would that draft be met? 

A. We should simply send cash over to the Reichsbank. 

Q. But you said you do not carry any appreciable 
amount of cash. 

A. In practice it would rarely happen. We would . 
either go to the State for money or to the Reichsbank. 

Q. Do you include in your item 5,600,000 marks, cash, 
your balance with the Reichsbank? 

Ew Ver, 

Q. Do you receive promissory notes from customers? 

A. No. 
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Q. Do you transact business of any other character 
than that heretofore mentioned? 

A. We have a branch known as the Royal Loan Office, 
which lends money in small amounts upon the pledge of 
different kinds of goods as security. This was established 
in 1834. 

Q. That means that you take as security for advances 
various articles of wearing apparel, jewelry, etc.? 

A. Yes; in 1906 we made 99,000 loans, at an average of 
31 marks per loan, divided as follows: 


Loans upon gold and silver articles (average 27 marks each). 47,000 


ROADS AU pOlE Watches =n meme eee ee were eee oe te ae 16, 000 
Loans upon articles of clothing, skins, and so on__-------.-- 28, 000 
Oss i ponnewelsiee..2 acre a eee mare eee eae ee 8, 000 


Q. Is this business conducted here in the bank? 

A. No; we have three separate offices located in 
Berlin. 

Q. What class of people patronize them? 

A. Two-thirds of the borrowers are laborers; last year 
about 16 per cent were widows and spinsters, also a few 
were mechanics—occasionally professional men—artists, 
actors, and the like. 

Q. What is the usual charge made for advances of this 
character? 

A. Our rate is very low, 12 per cent for the year, which 
is low compared with the ordinary pawn shops. ‘The Loan 
Office has to meet its own expenses and pay the Seehand- 
lung 4 per cent interest on the capital which it has con- 
tributed. Any additional profit earned is not turned over 
to the Seehandlung, but is paid into a pension fund for the 
daughters of officers and clerks. 

Q. What is the minimum loan you make? 
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A. Some loans are made as low as 2 marks; some have 
been made as high as 20,000 or 30,000 marks; and even 
higher loans might be made. 

Q. Are there any other banking institutions doing a 
' similar business, or is it conducted through offices similar 
to those in America, where they are known as pawnbrokers? 

A. No; no other banks conduct a business of this 
class. There are numerous small offices conducted by 
private individuals, the same as with you. All of this 
business is more or less under the supervision of the 
state authorities. 
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DEUTSCHE BANK. 


Interviews with Herr Paul Mankiewitz, Director, and Herr A. 
Blinzig, Alternate, of the Deutsche Bank. 


When was your bank organized? 

In the year 1870. 

Under what law? 

. Under the Prussian law. 

Are you organized under a special charter? 
No. Under the general companies act. 


OPO PO PO 


. Will you kindly inform us as to the management of 
the bank, as to how it is organized? 

A. Our stockholders meet annually and elect from 
among their number a board known as the Awufsichtsrat, 
or board of supervisors, serving four years, one-quarter 
of its members retiring each year. From among their 
number they appoint a committee consisting of from 3 
to 7 members, who meet monthly, the board as a whole 
meeting about four times a year, or more, as special occa- 
sions require. The president and vice-president of the 
bank are elected by the board and selected from the 
members of the board. The Direktion, or directors of 
the bank, who are appointed by the board, conduct the 
business of the bank. It is customary for several of 
the directors to be present at the monthly meetings of 
the committee, at which the president presides. At the 
monthly meetings the committee review the transactions 
of the bank. The directors also report to the full board 
at its meetings. In this way the board are kept informed 
as to the transactions of the bank. 
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Q. How is your stock owned? 

A. By a latge number of shareholders. Our share- 
holders are principally in Germany, but also in England, 
France, Austria, and elsewhere. The larger number own 
from 1 to 3 shares, others have up to 1,000 shares. I 
think there are very few who own as many as 5,000 shares. 

Q. What is your stockholders’ liability? 

A. They have no liability beyond the amount of their 
investments in the stock. 

Q. Is your stock fully paid up? 

A. With us practically all stock is fully paid. There 
can be no transactions on the stock exchange in the 
stock of any bank that is not fully paid. 

Q. Might it not be possible for parties to quietly buy up 
control of your bank without your knowledge? 

A. No; we are not afraid of this. Any activity in our 
stock would be reflected in its price in the stock exchange. 

Q. What dividends do you pay? 

A. We pay 12 per cent dividends. 

Q. At what price is your stock selling? 

A. About 240, which is on about a 5 per cent basis. 

Q. Doesa share of your stock of 1,200 marks par value 
have one or two votes at your annual election? 

A. It has two votes. 

Q. Are your shares registered or made to bearer? 

A. They are made to bearer. We have no means of 
knowing who our stockholders are. 

Q. How do your stockholders receive their dividends? 

A. At the end of each year, when we make up our 
annual statement, we declare a dividend for the year and 
announce it in the public press. It is our custom, when 
issuing a certificate of our stock, to issue with it a divi- 
dend sheet containing eight annual coupons, calling for 
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such dividend as may be declared for eight successive 
years. At the end of the eight years the stockholder 
returns to us the stub of the sheet from which the coupons 
have been detached, upon which is printed an order for a 
sheet of coupons for the following eight years. It is the 
custom of the shareholder to send in his coupon for his 
dividend as soon as the amount of dividend has been 
announced. 

Q. You show by your statement of assets about 
$20,500,000 in cash. Is this in your vault? 

A. No; a percentage of it is in our vault and the bal- 
ance of it in the Reichsbank, the Kassenverein, and 
in other banks in cities where we have branches. 

Q. Will you kindly explain the next item, ‘“‘foreign 
coin, etc.?”’ 

A. We also regard this as cash, as it is foreign coin of 
cash value and coupons due and in process of collection. 

Q. Do you consider the item of ‘‘ Balances with banks 
and bankers”’ as part of your reserve? 

Be oes. 

Q. From your statement we see that with cash in vault 
and at the Reichsbank, matured coupons, and balances 
with banks and bankers you have what you consider as 
reserves amounting to about $40,000,000. This would be 
about 13 per cent upon your deposits. Do you publish 
the amount of cash in vault? 

A. No; we do not publish the amount of cash in vault, 
although we will tell you that on December 31, 1907, 
we had about $4,000,000 cash in vault, $14,000,000 
at the Reichsbank, and the rest in other banks, such 
as about $500,000 in Dresden, $3,000,000 in London, 
the balance in Leipzig and in the Bank of the Berliner 
Kassenverein in Berlin, where we carry a balance of about 
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$500,000. This bank is used for the purpose of settling 
all balances on the stock exchange, and it is the custom 
for banks in Berlin to carry balances there. 

Q. This would then show you an immediate available 
cash balance of about $20,000,000 in bank and vault, 
$6,000,000 in foreign coin and matured coupons, which 
would make a reserve of about $26,000,000, not counting 
the approximate amount of $14,000,000 due from other 
banks in all parts of the world. 

A. Yes; this is so, except that we have an item in our 
assets of $150,000,000 which consists of bank and com- 
mercial bills of the very first class and of treasury notes 
which have not more than three months torun. The aver- 
age maturity of these items is from sixty to seventy-five 
days,and we consider these a strong reserve, a very liquid 
asset. 

The great strength of our financial system in Germany 
is the Reichsbank. Under that system the question of 
our own cash reserve is of secondary importance, as we 
can at all times convert our holdings of commercial paper 
into cash at the Reichsbank. I may mention that of the 
prime commercial bills we are carrying from $1,500,000 
to $2,000,000 fall due each day; for these we get cash or 
credit at the Reichsbank at maturity. It is our usual 
practice to keep in vaults and banks a considerable 
amount of cash, often more than 10 per cent, and some- 
times less, perhaps 8 per cent. . 

Q. Would you have any anxiety if your cash were to 
be reduced from $40,000,000 to $10,000,000? 

A. No; not for a moment; but this will not occur, as 
we have always the confidence of the people. When, in 
spite of the stringency of the money market, we had to 
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export 200,000,000 marks of gold last fall, not for a mo- 
ment was public confidence shaken in the bank. 

Q. I understand it is customary for all the banks in 
Berlin and in the country generally to carry with the 
Reichsbank balances which they count as their reserve. 

A. Not only as reserves, but for transfer and current 
business. 

Q. You do not show by your figures the amount of 
deposits that you have from bankers? 

A. No. 

Q. Take an independent bank in Stuttgart. Would 
they carry a balance with you or with the Reichsbank 
as reserve? 

A. There is no general rule. 

Q. Have you any idea how much gold there is in all the 
banks, including the Reichsbank, against the total amount 
of deposits? 

AG NG: 

Q. We have estimates showing a total gold reserve 
against deposits in England of about 6 per cent. What, 
in your opinion, is the reserve in Germany? 

A. We have different conditions here. The private 
banks, especially in the interior, do not carry large 
amounts of bank notes. They always have money in the 
Reichsbank, and the Reichsbank shows this in its pub- 
lications and in its reports every week. It is not possible 
for us to say how much real money there is in the vaults 
of the banks, but we have so much money and gold in 
circulation and in the pockets of our people that there is 
no concern over the small cash holdings in the banks, as 
the public has the money in its pockets. Our strength 
is in our Reichsbank. It has at present about 87 per 
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cent gold and money against its circulation of bank 
notes. In the vaults of other private banks there is not 
much money. 

Q. Your requirements for gold are so much less because 
you can go to the Reichsbank? 

ALY es: 

Q. Do you make any loans on real estate mortgages? 

A. Never; although occasionally, pending the completion 
of transactions, we loan to a man who has erected a 
building or purchased a piece of property and is taking 
out mortgages. 

Q. Are you required by law to carry any securities? 

A. No. We use our own discretion in this matter. 
Among our securities of $16,000,000 there are $11,000,000 
of German Government securities. The balance is made 
up of bonds of German mortgage banks, railroad bonds, 
railroad, bank, and industrial shares, amounting to 
$3,000,000, bonds of industrial enterprises, amounting to 
$425,000. 

Q. What does the item “Shares in other banks,’ 
$19,000,000,. represent ? 

A. This represents the purchase by us of practically 
the controlling interest in 13 independent banks in the 
Empire. We are represented upon each board and we 
are kept closely informed of the business. Our return is 
in the dividends. 

Q. Do you not have the reserves of these banks? 

A. No; they are altogether independent and may carry 
them wherever they desire. 

Q. Is it not ‘a fact that they do carry them with you? 

A. No; only partially. 

Q. Do you find these investments satisfactory and 
profitable? 
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A. Yes; our principal reason is that it enables us to 
reach certain sections of the country through other insti- 
tutions, where we ourselves would not care to have an 
institution in our own name. 

Q. Are any of these banks in Berlin? 

A. No; they are all in other parts of the German 
Empire, although many of them have important branches 
in other countries. They are all organized under the Ger- 
man law. 

Q. What is the character of the ‘‘ Loans on collateral,’’ 
$36,000,000? 

A. These are loans made to members of the stock 
exchange upon satisfactory collateral, and usually for one 
month, as our settlements are made monthly. We have 
no fixed rate. It depends upon the situation of the: 
money market, but, generally speaking, current business 
is done below the bank rate. 

Q. Do you have a system of cash credits or overdrafts? 

ek CS; 

Q. What evidences of indebtedness do you take? 

A. Bills of exchange. We have no promissory notes. 

Q. Do you buy stock exchange securities for your own 
account? 

A. We are not restricted by law in this regard and 
make such purchases for investment as we think best, 
but never for speculation. As you know, we frequently 
bring out issues of a high character and find it necessary 
to temporarily protect the market. 

Q. Is the stock exchange regarded as an important fac- 
tor in the financial situation in Berlin? 

A. Yes; quite so. 
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Q. Are the members of it engaged in the brokerage 
business quite exclusively, asin New York, or are they also 
engaged in other branches of finance? 

A. No; it is quite different with us from what it is in 
New York. Most of the stock exchange business is done 
here through banks and bankers. Our banking corpora- 
tions have a large number of customers throughout the 
Empire. We execute orders not only for government se- 
curities but for railroad bonds and shares and industrial 
bonds and shares. Generally our securities are not held 
in large blocks in anything like the proportion in which 
they are held in your country. It is the custom here for 
a person desiring to purchase securities to communicate 
with his banker, soliciting his advice, and he has his orders 
executed through the bank. 

Q. Then a large percentage of the business is really 
handled through the incorporated banks, is it not? 

A. Yes. We ourselves have fifty members on the stock 
exchange. 

Q. You mean that the Deutsche Bank has fifty men, 
members of the stock exchange, who trade there on the 
floor? 

A. Yes. There is quite a difference, however, in our 
method of handling the business from that followed in 
New York. We do not have the margin system. Most 
of our customers who do not pay in full pay at least for 
half the amount involved in the purchase. In addition to 
the price quoted, there is to be paid accrued interest at 
the fixed rate of 4 per cent on shares and the respective 
rate on bonds. This custom is not very satisfactory for 
shares, but has been followed for many years. 
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Q. In your liabilities we notice the items ‘Current 
accounts” and ‘“‘ Deposits,” $301,000,000. What is the 
distinction between current accounts and deposits? 

A. There is practically no distinction. For instance, 
all moneys at our city branches are called deposits, as 
are the moneys received at the subbranches of our main 
branches. You may therefore for all practical purposes 
regard this as one item. A portion, however, is pay- 
able on demand; another portion on time. Of the total 
amount there is about $125,000,000 on time with an aver- 
age perhaps of six months. We have time deposits from 
governments, corporations, and individuals ranging from 
one month to five years. The balance of the account is 
on demand subject to check. 

Q. Will you kindly explain the item of ‘‘ Acceptances,”’ 
$62 000,000? 

A. This item is made up of acceptances of bills drawn 
upon us by our customers and others to whom we extend 
credits. You will notice in our assets the item “Loans 
in current account, $34,800,000.”’ This includes part of 
the amount of our acceptances on the liability side, which 
are not secured, but which are what we call ‘“‘blanco”’ 
credits. In other words, they are credits opened by our 
office and our main branches for the handling of cotton, 
copper, and merchandise generally, the credits being 
extended upon the responsibility of the house to whom 
the credit is extended. The balance of the account of 
‘“‘Acceptances,’’ $62,000,000, is found on the other side in 
the item ‘‘ Advances secured by collateral.”’ 

We have a large commercial and credit business. 
We have a large business from America for cotton, for 
copper, and corn, etc., and against this class of ship- 
ments the German banks give credits to America, 
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Austria, India, etc.; against these shipments long drafts 
will be drawn on us. Russia has credits with us cov- 
ered by bonds and merchandise. Large industrial houses 
have money to their credit and shippers draw on us 
against shipments. Bremen does the largest cotton 
business. We have had, for instance, about $15,000,000 
drawn on us from there for cotton. Then we have about 
$20,000,000 to $25,000,000 from London, drawn on us 
from all parts of the world, chiefly against shipments of 
merchandise. 

When we advance credit under what we call current 
accounts, we arrange with our customer to have him draw 
upon us and charge a minimum of one-fourth of 1 per 
cent for the acceptance, and he then disposes of the bill, 
or, if we prefer, we arrange to furnish him with the cash, 
charging him perhaps 1 per cent above the bank rate for 
the credit given, or we may take from our customer a bill 
which has been drawn by him for merchandise and 
accepted by the party upon whom it is drawn. 

Q. Will you kindly explain the item, ‘‘ Doctor Von 
Siemens pension fund ?” 

Wake That ‘item is an amount arbitrarily set aside by us 
for the benefit of our employees. We have no fixed rule 
and allow such pensions as we think wise. There has 
been considerable agitation in this country for a fixed 
system of pensions, based upon the pension system of 
our Government. The probabilities are that this agita- 
tion will lead to the adoption of that system by the 
banks in general. At the present time the Reichsbank 
has the governmental system. It is a matter of consid- 
erable importance to us, as we have at present about 
5,000 men in our employ. The next item, ‘Sundries,”’ 


. 
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represents unsettled accounts and items between our 
branches. 

Q. Are you required by law to publish any statement? 

A. Yes; the law requires us to issue and publish a state- 
ment at-the end of each fiscal year. It is our custom to 
issue a statement for our own private use every ten days, 
but of this the public is not informed. There has been 
considerable agitation in the press demanding that a com- 
mission be appointed by the Government to audit the 
banks of the Empire and to require them to publish their 
statements more frequently.” 

Q. What has caused this agitation? Does it come 
from the people? 

A. No; not from the people, more from the land- 
owners, or what are known as the agrarian class. The 
immobile capital is envious of the mobile, thinking that 
they make too much money upon their investments. It 
is thought that this commission will probably be ap- 
pointed next year. 

Q. You state that it is not prompted by any dissatis- 
faction in commercial or trade circles? 

A. No. 

Q. Your bank is not at any time examined by the 
Government? 

A. No. 

Q. Are the clearing-house associations important factors 
in the cities in Germany? 

A. No. 


a Within a few months after this interview all of the large Berlin 
banks, with one exception, of their own volition, and not in conse- 
quence of any requirement of law, agreed to publish their balance 
sheet six times a year, namely, on the last days of February, April, 
June, August, October, and December. 
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Q. Are they merely pieces of machinery through which 
checks are cledred and not associations of importance 
or power? 

A. Yes; nothing but machinery. 

Q. How many members are there in the Berlin Clearing 
House? 

A. There are 19, the Reichsbank not included. 

Q. Are there any important banks which are not 
members of the Clearing House? 

A. No. 

Q. Can any new bank become a ‘member: 

A. Yes; if the new bank is in a state to be received. 

Q. Each bank is represented by an officer? 

A. Yes. All large banking houses are also members of 
the Clearing House. 

Q. You all go to the Reichsbank to clear? 

A. Yes; once a day. There are 14 clearing houses and 
160 members in the Empire. 

Q. Have you any statistics which would show the 
amount of deposits and loans of members? 

A. No. 

Q. What percentage of your deposits is received in 
Berlin? Do you show this? 

A. No. Upto seven yearsago we made twostatements— 
a balance sheet of the whole bank and a balance sheet of 
the Deutsche Bank in Berlin. Last time we made it was 
in 1902. Since that time our statements are for the 
Deutsche Bank as a whole. 

Q. Then you could not state the total volume of deposits 
in Berlin? Are there no figures showing this? 

A. No. In addition to the banks, we have a large num- 
ber of city saving institutions and institutions of the 
State, such as the Seehandlung, the Central Genossen- 
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schafts Kasse, and various Sparkassen for Teltow, Stra- 
lau, and so on; there are no statistical compilations avail- 
able for all the different institutions, and it is not possible 
to say how large the total amount of deposits is in Berlin. 

Q. What taxes do you have to pay? 

A. We pay to the State 4 per cent on our income 
remaining after deduction of 34 per cent of our share 
capital which is exempt and to the city of Berlin 4 per 
cent on our income. 

Q. You have to pay the same taxes as the Dresdner 
Bank? 

A. Yes; all banks pay on the same basis. 

Q. Are you partners in banking firms? 

A. We have two firms in which we have participa- 
tions—Rosenfeld in Vienna and Heidemann in Bautzen. 
We are silent partners in these houses, which do a bank- 
ing business. The matter, however, is of small impor- 
tance. 

Q. How many branches have you? 

A. We have important branches at Bremen, Dresden, 
Frankfort, Hamburg, Leipzig, London, Munich, Nurem- 
burg, and one or two other places. We have perhaps 
three dozen branches of the office in Berlin alone. 

Q. How are your branches managed? 

A. In our important branches we have two or three 
directors or vice-directors. In Hamburg there are three 
directors; they are only directors of the Hamburg branch 
and not directors of the Deutsche Bank. They have 
power only for the Hamburg branch. They are ap- 
pointed by the Berlin directors. Hach branch has its 
own director. The directors of the Deutsche Bank in 
Berlin nominate them to the supervisors and the board 
of supervisors appoints them. In Hamburg we have 
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three directors and ten procurists, who only sign jointly 
with a director and only for the branch. 

Q. Has your Hamburg branch many subbranches? 

A. They have in their town five or six. 

Q. Have they any in the country outside of Hamburg? 

A. No; only in the town and immediate suburbs. 

Q. You confine your business to the large centers of 
the Empire? 

A., Yes. 

Q. You do not endeavor to reach the smaller towns 
of the Empire, as is done by the London joint stock 
banks? 

A. No. 

Q. Do the banks in which you are shareholders have 
many branches in the small country towns? 

PE es. 

Q. It is in this way that you reach the interior? 

A. Yes—to an unimportant extent. 

Q. What discretion do you give your directors having 
charge of the branches? 

A. The directors have the right to buy bills and make 
advances against collateral, but for credits which are not 
covered by first-rate securities they must ask the central 
office for permission. 

Q. Is there a limit to the amount of discretion given to 
the directors on first-class bills? 

A. Each of the main branches has a fixed capital arbi- 
trarily set aside by the Deutsche Bank. They have a sum 
according to the importance of the branch, and they must 
do business according to it. The Hamburg branch has a 
large transfer business (Giro Konto). They buy first-class 
bills and make advances on first-class stock exchange 
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securities. When they give credits to clients they come 
and inquire if we agree. 

Q. What amount of capital has the Hamburg branch? 

A. We do not speak about that. 

Q. Is it your practice at the end of the year to say 
“Hamburg shall have so much capital?” 

A. No; not every year. It depends upon the volume 


of business at the branch. 
Q. Do the subbranches report to their main office, or 


directly to you? 

A. No; the subbranches report to the branch and the 

ranch reports to us. 

Q. Have the farmers and tradesmen throughout the 
Empire good banking facilities? 

A. Yes; through banks, but more particularly through 
cooperative associations. 

Q. We were told that the Reichsbank had about 10,000 
farmers’ accounts to whom they extend a credit. 

A. Yes; that may be true, but that forms a very small 
percentage of the farming community. 

Q. What would you say are the particular functions of 
the Reichsbank? 

A. First, the control of the money supply of the Empire, 
its management of and influence over the gold supply; 
second, its agency for the development of commerce and 
trade; third, its agency to facilitate the transfer of funds 
from one section of the Empire to another for the benefit 
of the banks, the merchants, and the individuals. 

Q. The system of transferring is an important one to 
banks and also to the public? 

APY és: 

Q. Is it your practice to ship currency back and forth 
between your branches as needed? 
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A. No. The shipping of currency is obviated by the 
transfer department (Giro Konto) of the Reichsbank. 
This is one of the principal functions of the Reichsbank. 
All of our branches keep a general account and a trans- 
fer account with the Reichsbank; from and to the latter 
account transfers are made, according to the needs of the 
respective branch. 

Q. The Reichsbank has branches everywhere? 

A. Yes; in every place where there is sufficient busi- 
ness. It has about 500 branches. We _ transferred 
through the Reichsbank last year 21,000,000,000 marks, 
(5,200,000,000 dollars). It is better than circulation by 
check. Our strength is the Reichsbank. The Reichs- 
bank has a large number of branches to and from which 
the funds needed are transferred. Our branch in Bre- 
men, for instance, wants money when cotton shipments 
start, and the money is transferred tothem. The import- 
ers in Bremen sell the cotton to the large manufacturers. 
When they get the money the money comes back to us. 
The Reichsbank, in the transfer of funds, merely acts as 
intermediary for the other banks who do the business. 

Q. Are country checks cleared through the Clearing 
House here at Berlin—i. e., if a check on the Hamburg 
branch of the Deutsche Bank be received at the Dresd- 
ner Bank, would it be sent through the Clearing House 
here to you? 

A. No; it is sent by them to Hamburg direct. 

Q. Does the Reichsbank ever pay interest on balances 
to banks? 

AwNe: 

Q. Is it customary for you and other banks to pay 
interest on deposits? 


A. Yes; we always pay interest. 
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Q. In London the joint stock banks usually pay interest 
at about 14 per cent below the bank rate. In the coun- 
try they have to pay more. What is the custom here? 

A. There is no strict rule. The bank rate is now 4 per 
cent and we allow 14 per cent on call money. In the 
interior our branches allow a little more. It is the same 
as in England. 

Q. Does the bank rate influence your rate for discounts? 

A. Yes; we are influenced. The bank rate is now 4 per 
cent and our private discount rate is 24 per cent. 

Q. For what period? 

A. Three months. 

Q. If I ask to borrow money of you on first-class 
securities on demand, what interest would you charge 
me to-day? 

A. We have no fixed terms. The rate would be 4 or 
5 per cent. We have loaned large amounts at 3 per 
cent to the stock exchange firms. At this rate we loan 
money to the end of this month. In September we shall 
charge 4 per cent and more, as then there will be a strong | 
demand. 

Q. If a mercantile customer came with a four months’ 
bill satisfactory in character, what would be the rate to 
him? 

A. We have no fixed rate. It depends upon the man 
and the bill. 

Q. We have observed that the bank rate is usually 
higher than the stock exchange rate. 

A. The majority of that class of business is transacted 
in Germany at from 1 per cent to 14 per cent below the 
bank rate. 

Q. What do you mean by a ‘blanco credit?” 

A. We have no collateral for it. It is upon the credit 
of the person. 
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Q. How do you invest your surplus funds when you 
have no demand from customers? 

A. We buy bills in the open market, or accept offerings 
made to us from houses desiring to borrow. 

Q. If the Reichsbank should lower the rate from 4 to 
34 per cent, would it affect your rate? 

A. We are, of course, governed more or less by the 
Reichsbank rate, although not absolutely so. 

Q. What is your system of audit? 

A. We have 40 to 50 men or more, I think, in our audit 
department who travel from branch to branch. They 
thoroughly examine the main and sub branches and our 
institution here. 

Q. How many banks have outstanding note issues? 

A. There are four note-issuing banks, independent of 
the Reichsbank, i. e., the Banks of Bavaria, Saxony, Baden, 
and Wurttemberg. 

Q. Have you an idea of the total amount to their out- 
standing issues? 

A. Yes; we will give you the figures. 

The following figures show the note circulation of the 
banks of issue in the Empire on June 30, 1908: 


“‘Kontingent.” 
The tax-ex- 
empt issue 


of notes (in : : 
Noteibanks: additionto | Note circulation} Cash on hand 


notes fully | Jume 30, 1908. | June 30, 1908. 
covered by 
cash) is fixed 


at— 
Marks. Marks. Marks. 

Reichsbank a. .cc.2s. c2e.~ 472,829,000 | I, 792,623,000 |I, 103,994, 000. 00 
Bayerische Notenbank ----- 32,000, 000 61,545,000 33,850, 000. co 
Saechsische Bank--__--___-- 16,771,000 42,709, 600 28,517,144.00 

Wuerttembergische Noten- 
DADS a ee ae ae eee 10, 000, 000 21,510,700 9,537,327-44 
Badische Bank: .--=-222-~~ I0, 000, 000 16,637,500 6, 662,913.09 
Potala: teestaesese 541,600,000 } 1,935,025, 800 |1, 182, 561, 384. 53 
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Q. How are they secured? 

A. Our bank law requires that at least one-third of the 
issue of all bank notes be covered by gold coin and bullion 
and legal tenders, the balance to be covered by prime 
commercial paper. 

Q. Does the same apply to all issuing banks? 

A. Yes; they also have a “‘Kontingent.’”’ The Reichs- 
bank has a “Kontingent”’ of 472,000,000 marks. It has 
to pay a tax of 5 per cent on notes issued beyond its 
holdings of gold coin, bullion, and legal tender, plus its 
“Kontingent,’’ but in no case can it issue notes unless 
covered, as stated before, to the extent of at least one- 
third their face value by specie. 

Q. Are the issue banks, other than the Reichsbank, 
private institutions? 

A. Yes; they are private institutions, as is the Reichs- 
bank, and yet they have special charters and might prop- 
_erly be known as state banks. 

Q. Is their issue of notes increasing or decreasing? 

A. It is decreasing. They have seriously considered - 
giving up the issue of notes, because of the severe restric- 
tions put upon them in other ways. The Reichsbank 
has a ‘‘Kontingent”’ of 472,000,000 marks, and the others 
an aggregate of about 70,000,000 marks. As the amount 
of the ‘‘Kontingent”’ of the other banks is decreased, it is 
correspondingly increased in the Reichsbank. 

Q. Do these banks find it difficult to keep their notes 
outstanding? 

A. No; the banks will take them, but perhaps not 
the public at large, as the Reichsbank notes only are in 
general circulation. . 

Q. Is it your observation that the note issue of the 
Reichsbank increases in corresponding ratio with the 
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increase of commercial activity, and decreases in like 
ratio with the decrease of commercial activity? 

A. Yes; it must be so. 

Q. Is your note issue considered sufficiently elastic? 

A. Yes, quite so. 

Q. It is your opinion that the Reichsbank is as per- 
fectly organized for the needs of Germany as a central 
bank could be? 

A. I wasa member of the commission appointed to con- 
sider the renewal of the charter of this Bank, which expires 
in 1910, and from my observation, practical experience, 
and investigations I am convinced that the Reichsbank 
serves the needs of Germany as well as could be hoped for. 
A different system might, perhaps, do as well, but I for 
one should not favor making any change for the hope of 
improving upon it. 

Q. Are there many people who have an account with 
the Reichsbank who have no other accounts? 

A. Yes, there are many who use it for their own busi- 
ness, or for the purpose of making transfers. 

Q. Is the public advised when the Reichsbank is issu- 
ing notes under the 5 per cent tax? 

A. Yes. It is the custom of the Reichsbank to publish 
a weekly statement showing the amount of notes outstand- 
ing under the tax. 

Q. Does the fact that the bank is issuing notes under 
the 5 per cent tax provision cause any uneasiness? 

A. No, generally speaking, it does not. Of course 
there was considerable uneasiness last fall; but, as a rule, 
whenever it is necessary to increase the issue to an amount 
upon which the tax is to be paid, it does not cause uneasi- 
ness. 
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Q. The notes are all of the same form, so that a holder 
does not know, by reason of the character of the note, 
whether or not it is issued under 5 per cent tax? 

A. They are all the same form, and the holder does not 
know. 

Q. What action does the Reichsbank take to increase 
its gold stock aside from advancing the bank rate? 

A. If the bank desires gold, or thinks it advisable to 
import it, it will facilitate the importation by advancing 
the money to cover the amount to be imported, without 
interest, during the period in which the gold is in transit. 

Q. If, for instance, you wanted to import gold, you 
would express your desire to the Reichsbank, who would 
probably facilitate the transaction in the way stated. 

AGuves. 

Q. The Reichsbank have very materially increased 
their gold holdings of late. Is this due to a new policy? 

A. No, not particularly. It is due to favorable balance 
of trade. 

Q. The balance of trade was not in your favor in 1907? 

A. No; but is largely so this year. 

Q. What was the lowest percentage of coin reserve to 
note issues in the Reichsbank in 1907? 

A. From 37 to 38 per cent. 
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DRESDNER BANK. 


Interviews with Herr Schuster and Herr Nathan, Directors of 
the Dresdner Bank. 

. What is the date of your organization? 

1872. 

. Under what laws? 

. Under the general companies act. 

You have no special charter? 
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No; under that law any bank may be organized with- 
out a special charter. 

Q. How is your stock owned? 

A. It is distributed throughout the Empire—the owner- 
ship of the majority of shares is quite unknown. 

Q. You do not know where the control lies? 

A. No. 

Q. Will you kindly state the plan of organization 
as to the directors, officers, and managers? 

A. Our stockholders meet annually. Our shares are 
in certificates of 600 and 1,200 marks. Each 600 marks 


has one vote. At that meeting they elect from among | 


their number a board, the Aufsichtsrat, which may be called 
a board of supervisors, of 36 in number. It is customary 
at the first election for the members so elected to draw lots, 
dividing themselves into classes, serving for one, two, 
three, and four years, respectively, and at subsequent 
annual meetings to elect successors for those whose terms 
expire. It is the practice to reelect the same members 
of the board when retiring. The board of supervisors 
elect from among their number a president and vice- 
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president. They also appoint as directors suitable men, 
experienced in finance, to conduct the active affairs of 
the company. 

Q. For what terms are they appointed? 

A. It varies; in some instances no time is specified, or 
it may be for three, four, or five years. In the case of 
our senior no time was specified. It is usual at the 
expiration of the term, if the time be specified, to reap- 
point for one year. In practice the director holds his 
position during the pleasure of the board, as in your 
country. The board of supervisors also appoints from 
among their number a subcommittee of 12, who meet 
monthly and who keep themselves in active touch with 
the transactions of the bank. The president is ex officio 
a member of this committee and presides at their meet- 
ings. 

Q. Is it a fact that the board of supervisors practically 
control the affairs of the bank? 

A. Yes, that is so, when transactions above a certain 
amount are undertaken. 

Q. Is it the custom of the subcommittee to report in 
detail to the full board of supervisors the transactions 
made during the intervening period? 

A. Yes, in that way they are kept fully informed. 

Q. The board of supervisors is, then, an important 
factor in the management of the bank? 

AS. CS. 

Q. What is the par value of your stock? 

A. The par of our stock is 600 marks and 1,200 marks— 
originally it was 600 marks—but under a law passed in 
1881 the par was increased to 1,200 marks. That law 
was to the effect that no companies, industrial societies, 
banks, or others incorporated under the law should have 
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an issue of stock with a par value under 1,000 marks. 
We made the par value of our stock 1,200 marks, 
double the original, and at our stockholders’ meeting 
a share of 1,200 marks has two votes. 

Q. What prompted the enactment of this law? 

A. The purpose of the law was to confine investments 
in stocks of companies, organized under the general law, 
to people of means and responsibility, and not to attract 
small investors. ‘There is no such law in England, where 
they may have issues of £1 shares. 

Q. Has this law had any appreciable effect upon the 
character of investors in stocks of these companies? 

A. Yes, to some extent. 

. How often do you publish your statements? 

. Once a year. 

. Is this required by law? 

Yes} 

. Do you, in fact, publish them more frequently? 

No. 

[Since the beginning of 1909 the large banks of Berlin 
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have agreed to publish a statement every two months. ] 

Q. Do you have them prepared more frequently for your 
own use? 

A. Yes; once a month, when we present them to the sub- 
committee of our board at their meetings. 

Q. How frequently do the directors meet? 

A. We meet every day, in fact. In German we are 
called “directors,” but we are what you call ‘‘managers”’ 
in English. The subcommittee of the board of supervisors 
meets each month, and the board of supervisors, which 
corresponds to what you call the board of directors, 
meets four times a year, unless called for some special pur- 
pose. These meetings are attended by the “directors.” 


& 
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Q. In your statements you show among your assets, 
cash, $11,765,470. Will you kindly inform us how that 
item is constituted? 

A. That item represents cash in vault, balance due 
from the Reichsbank, and the balance due our London 
branch from their clearing house bank. 

Q. It would not include balances in other banks? 

A. No. 

Q. Is it your custom and the custom generally to carry 
a comparatively small amount of cash in vault? 

Awe Nes. 

Q. Have you any idea of the amount of cash carried 
by banks in Berlin, not including their balance in the 
Reichsbank? 

A. No; but it is very insignificant. 

Q. As a matter of fact, you do not pay much attention 
to the amount of cash in vault? 

A. No; except that we do not desire to carry much on 
hand, and if it accurnulates we deposit it in the Reichs- 
bank, as we much prefer not to have it in our vaults. 

Q. Do you endeavor to maintain a certain percentage 
of cash on hand and in the Reichsbank to your deposit 
and acceptance liabilities? 

A. No; we are practically indifferent to the percentage, 
as long as we know that we have on hand a sufficient 
amount of prime bills. 

Q. Then, in practice, you and all other banks endeavor 
to fully employ all available funds? 

A. Yes; we only carry in the Reichsbank and other 
banks sufficient for the conduct of business. Of course 
we do an important business in various parts of the world, 
and it is profitable for us to have balances in various cen- 
ters in order that we may make transfers for the accom- 
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modation of our customers. If we should have a debit 
in the clearinghouse of more than our cash in the Reichs- 
bank we would immediately send over bills with our 
indorsements and establish a credit sufficient to pay the 
amount of our debit. 

Q. According to your statement you show in cash and 
in the Reichsbank and in other banks a reserve of about 
18 per cent of your deposit liabilities? 

An Nes. 

Q. You carry that amount entirely for the purpose of 
meeting your business requirements? 

A. Only because it is necessary for the transaction of 
our business. It is not necessary as reserve. You might 
almost say there is no cash reserve. 

Q. For instance, in your case you would have perhaps 
only 2 per cent of cash in vault? 

A. Yes. The amount carried in other banks remains 
at about the present figure because of the character of 
the business transacted. Our method of figuring reserve 
is as follows: Our statement shows deposits and accept- 
ance liabilities of about $180,000,000. Our cash on hand 
and in banks, our prime bills, our short loans, and choice 
securities amount to $110,000,000, or about 55 per cent. 
In addition we have ro or 15 per cent of our deposit lia- 
bilities in short current accounts. 

Q. You receive no interest from the Reichsbank? 

A. No. 

Q. You receive interest on the balances carried in other 
banks? 

Aw Yes: 

Q. Are there any figures showing the amount of de 
posits in the banks in Berlin? 

A. No. 
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Q. Will you kindly describe the item “‘ Bills discounted,” 
$51,000,000? 

A. The bills constituting this item are what we call 
prime and merchants’ bills, running to ninety days, with 
an average maturity of from fifty to sixty days, and 
bear at least two good names. 

Q. They may be bank bills or merchants’ bills? 

A. Yes; either. 

Q. Are these bills secured or unsecured? 

A. They are unsecured. Some of our bank corre- 
spondents may send to us bills for discount which are 
secured to them. We take them, however, on their credit 
merit and not with collateral. 

Q. Are most of these bills commercial bills? 

A. Many of them are commercial bills. There is a 
difference between commercial bills and credit bills. An 
industrial company may have a credit with their bank 
and draw upon the bank for an advance. If we took 
that bill, we would class it as a credit bill, as it is made 
upon the credit of the industrial company. 

Q. Yesterday, in looking over the statement of the 
Reichsbank, we noticed that they have discounted 
$221,000,000 of bills at 4 per cent, having three months 
or less to run. Why should they have such a large vol- 
ume of discounts at this rate when the market rate on 
high-class bills is 234 per cent? 

A. We only take prime bills at that rate. Much of 
our business is done at 4 per cent. The private rate in 
Berlin applies to prime bills in such cases. We can not 
class in this account, for instance, a bill drawn by a good 
merchant upon a commercial house for a small amount. 
The bill may be good, but if it be for less than 3,000 
marks it would not come within the class, and therefore 
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it would bear a higher rate. Many bills are offered to the 
Reichsbank in order that merchants and bankers may 
have funds with them for transfer, or to meet clearing- 
house debits. It is usual for the banks, when going to 
the Reichsbank, to take the very shortest paper possible, 
endeavoring to keep it within five to ten days’ maturity. 

Q. You regard your item ‘Bills discounted” as one of 
practical reserve? 

A. Yes; it is immediately convertible into cash at the 
Reichsbank. 

Q. We understand that your system here is such that 
when a merchant wants to borrow money for a legiti- 
mate purpose he arranges with some bank to accept 
his bill, thus creating a prime bill which is discounted 
by another bank and which may be sold at any moment 
or converted into cash through the Reichsbank. 

A. Yes. 

Q. Is it the policy of the Reichsbank and of your own 
bank, in times of stress, to extend credit liberally to 
people who are entitled to it? 

A. I think the Reichsbank extends credits liberally, 
as long as it possibly can. 

Q. We found that policy was adopted by the best 
banks in England. 

A. We had a very serious crisis here in 1901. It was 
a money crisis, and at that time the Reichsbank was very 
liberal in extending credits. The Reichsbank feels that 
it has a patriotic duty to preserve the credit of the Empire. 
It is a state institution. 

Q. Your statement shows about $13,000,000 loans on 
collateral. 

A. These are loans made to stock-exchange houses 
secured by collateral. 
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Q. Usually for one month? 

A. Yes; asa rule. 

Q. Is the rate on loans of this character the same as 
on a prime bill of the same maturity? 

A. No; it is regulated by market conditions, like time 
money in New York. It generally rules higher, how- 
ever, than the rate on our prime bills. Loans on collateral 
are not as salable and are only accepted at the Reichs- 
bank at 1 per cent above the discount rate. 

Q. Why is this so? 

A. Because the Reichsbank will only take a limited 
amount of collateral loans, as under the law loans are 
not acceptable as a cover for their issues. 

Q. Referring to the item ‘‘Shares in other banks,” 
$6 662,753, do you control all banks in which you have 
any interest? 

A. Yes; practically. We probably have not the ma- 
jority of the stock in any bank, but our holdings are suf- 
ficiently large to give us control. 

Q. Are all these banks located within the Empire? 

A. No; we control a bank in Switzerland, one in South 
America, and one in the Orient. 

Q. Have these particular banks many branches? 

Bo No. 

Q. Are most of the banks in which you are interested 
located in the Empire and their business confined to it? 

AY es) 

Q. You are represented on their boards? 

A. Yes; by one or more. 

Q. You really dominate them? 

A. Yes; they undertake nothing of importance without 
our approval. 
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Q. Is this system of control of smaller banks by larger 
banks through ownership of the stocks popular in Ger- 
many? 

A. Yes; in most cases it is hardly known, and when 
known is popular, because it is to the advantage of the 
other stockholders and also to the community in which 
the bank is located because of the better facilities offered. 

Q. What benefits accrue to you in the investments 
besides the dividends received? 

A. Asa rule we have the entire business of the banks. 

Q. You mean they carry their balances with you? 

A. Yes; they also send to us their stock exchange busi- 
ness and their funds for investment. 

Q. Is your investment account in bank shares increas- 
ing? 

A. Yes; gradually. 

Q. Is the tendency toward bank consolidation? Are 
the smaller banks becoming more closely affiliated with 
the larger banks? 

A. Yes; because it serves a mutual advantage. The 
smaller bank needs better facilities to take care of the in- 
creasing business. If a bank wants to increase its capital, 
and the shareholders do not care to subscribe for the 
increase, the new shares are frequently offered tous. We 
look out for the business of these banks in the centers 
and give them participations in some of our important 
undertakings. 

Q. Isthe same tendency toward closer affiliation noticed 
in your relations with correspondent banks in whom you 
have no stock interest? 

Bu. | MOS: 
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Q. Is it usual for the small independent banks or 
those in whom you have a stock interest to hold as an 
investment some of the stock of your bank? 

A. That might be so to a small degree. 

Q. In Great Britain we found that banking interests 
were practically controlled by from 15 to 20 large banks. 
Does that condition prevail in Germany? 

A. No; but the tendency is in that direction. One 
difference between the banks of England and Germany is 
this—in England the primary purpose of the banks 
seems to be to secure large earnings for their shareholders. 
In Germany our banks are largely responsible for the de- 
velopment in the Empire, having fostered and built up 
its industries. It is from 1871 that our real develop- 
ment dates, and it is since that year our great banks 
have been organized. To them more than any other 
agency may be credited the splendid results thus far 
realized. 

Q. The securities, of about $13,000,000, which you hold 
are your investments? 

A. Yes; that item includes our investments in govern- 
ment and railroad securities and also shares of industrial 
and other companies which have been transferred from 
our syndicate account, the syndicates having been closed. 

Q. Will you kindly describe the class of securities you 
purchase and hold? 

A. We purchase securities of the Empire and also of 
the various States and municipalities. We deem it wise 
to hold about the amount we now have, as they are 
quick assets. 

Q. If you were to take these to the Reichsbank for a 
loan, would you not have to pay a higher rate than the 
bank rate? 
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A. Yes; 1 per cent higher. If we send bills to the 
Reichsbank:for discount, we have to pay interest until the 
maturity of the bills. It might suit us better to make a 
loan for one day at 5 per cent than to discount bills hav- 
ing five days to run at 4 per cent. 

Q. Would it be any reflection upon a bank if it should 
go to the Reichsbank for discounts or loans in easy times? 

A. No; we seldom go in easy times, however, because 
there is no need of our doing so. 

Q. Does it not frequently occur that you have heavy 
drafts made upon you through the clearing, in which 
event you would have to sell some of your bills to the 
Reichsbank? 

A. Under such conditions we would sell our bills in 
the market or go to a neighbor where we could get money 
at a lower rate. 

Q. When you sell bills to the Reichsbank, they are 
with your indorsement? 

A. Yes. ; 

Q. Then your statement would not show that you had 
sold bills with your indorsement? 

AW tNo- 

Q. You carry other bonds and shares? 

A. Yes. The bonds of municipalities, of railroads, and 
shares of industrial companies which we have financed in 
whole or in part, such as electrical and tramway com- 
panies, etc. 

Q. You hold these securities for investment? ~ 

Ass Ses: 

Q. You are restricted in no way as to the character of 
investments you may make? 

A. No; our by-laws permit any investments we wish 
to make. 
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Q. Will you give us an idea of one of your syndicate 
operations? 

A. We have just entered upon one. A company 
has been formed to build a cable line from German 
West Africa to Brazil. The company manufacturing 
the cable is required to raise a large amount of money 
in order to supply the cable. They have come to us and 
asked us to finance the proposition. We have consented 
to do so and are forming a syndicate consisting of nine 
or ten other banks and bankers, each participant having 
an equal interest. Frequently syndicates are formed to 
finance an operation the result of which may be an issue 
of bonds and shares. These bonds and shares are taken 
by the participants in exchange for the sums advanced by 
them. It is the custom of the banks to limit their risks in 
such enterprises by inviting other banks or bankers to 
share with them, the number invited depending, of course, 
upon the character of the transaction and the amount of 
money involved. While it is not the law, it is the uni- 
versal practice to issue bonds and shares to represent only 
“the actual cash value of the property represented. We 
have no system of issuing bonus stock as is done in some 
other countries. 

Q. In syndicate operations you may become syndicate 
managers; and if so, do you receive commission as 
managers? 

A. We may become the syndicate managers, but it is 
not generally the custom to receive commission for such 
services. The profits accruing are always divided ratably 
among the participants. . 

Q. If a proposition be made to you from a responsible 
man to aid him in building an electric plant, he having 
first invested, say, 100,000 marks and asking you to 
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furnish further capital for the completion of the plant, 
would you be inclined, conditions being favorable, to join 
him? 

A. We might, but the probabilities are we would not. 
We do not advance funds on propositions of this character, 
except in cases where the plant has been established and 
is earning upon the investment. 

Q. Assume that the plant is established and earning 
upon the investment, but that the manufacturer desires 
to enlarge his plant, would you then advance him money 
for that purpose, taking bonds as security? 

A. We might. 

Q. Is it not your custom to frequently have securities 
listed? * 

A. Yes. We seldom handle securities which are not 
or may not be listed. 

Q. Do you publish the amount of profits received on 
your syndicate investments? 

A. No. 

Q. Is there strong competition between the important 
banks of Berlin or do they work more or less together? 

A. Of course there is strong competition between the 
large, important banks, but there is no lack of harmony, 
and they very frequently work together in syndicate 
operations as described. While it is the desire and en- 
deavor of each bank to build up its business, it must be 
recognized that each institution has more or less its own, 
field of operation, which is in a measure respected by the 
other banks. As, for instance, the Deutsche Bank has 
done a very large volume of business with Turkey, and 
business emanating from that source is expected to and 
naturally does go to: the Deutsche Bank, while another 
institution may have been largely identified with Rou- 
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mania, or another with some large local interest. We 
ourselves are recognized as representing the Krupp 
interest and have just recently formed a syndicate to 
finance one of their operations. 

Q. Is the syndicate business which the banks take 
confined to Germany? 

A. No; it covers all parts of the world. 

Q. Berlin is the center in Germany for such operations, 
is it not? 

A. Yes. 

Q. In syndicate transactions the practical manage- 
ment for the bank is divided among the directors, is it 
not? 

Pes: 

Q. If a syndicate operation of the character described 
should prove unprofitable to the investors, would it not 
reflect upon the credit of the bank which organized the 
syndicate? 

A. This occurs very rarely, and, when it does, does not 
appreciably reflect upon the standing of the issuing bank. 

Q. Is this due to the training of the public? 

A. It may be. It is the custom of banks in Berlin to 
do business of this character, and it can not all result 
satisfactorily, though it does to a very large degree. 

Q. In your statement of assets you show “Current 
accounts,” $108,247,559? 

A. Yes. These are advances made by us to customers; 
$78,000,000 of these are secured. 

Q. Is this not an unusually large percentage to be 
secured? 

A. We would not say so. 

Q. Have you asystem of pensions for your employees? 

A. No. 
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Q. Your statement shows about $603,000 in pension 
funds? j 

A. Yes; but we have no settled system. That fund is 
at the disposition of the directors and may be placed as 
we see fit. We think, however, there will soon be a law, 
as the subject has been agitated, and we believe a bill 
will soon be passed adopting a system similar to that of 
the Government. 

Q. In your “‘liabilities’”’ you show ‘Current accounts and 
deposits” of about $130,000,000. Will you kindly state 
the distinction between deposits and current accounts? 

A. Deposit accounts are funds received by the branches 
here in Berlin and elsewhere and are not, generally speak- 
ing, accounts to which credit is granted. 

Q. Are some of these on time? 

A. Yes; but we can not at the moment tell you the 
percentage. 

Q. Do you pay interest on all these balances? 

A. Yes; practically on all of them. We pay from 14 
to 2 per cent in Berlin and somewhat higher rates at the 
outside branches. 

Q. In your statement you show “ Acceptances against 
credits and securities’? of about $50,000,000? 

A. Yes. Part of these are secured and part are based 
upon the credit of the drawer. 

Q. Our understanding is that a merchant, a customer 
of yours, may arrange with you for a credit of, say, 100,000 
marks, which may or may not be secured, and may draw 
a ninety-day bill upon you for that amount. He may 
send that bill to the Deutsche Bank for discount. If the 
Deutsche Bank will discount it, they present it to you and 
you accept it. Will you kindly state why this custom 
prevails? 


406 


Interviews — Germany 


A. One reason is that it makes a bill which is acceptable 
at the Reichsbank and is a prime bill. We receive one- 
fourth of 1 per cent, or more, for our acceptance, and the 
Deutsche Bank or any other bank discounting invests 
its money at a rate for the period. It might be that we 
would prefer to give our customers a cash credit rather 
than to accept his bill, in which event we would so arrange. 

Q. Then this practically enables you to sell your 
credit without using your cash? 

ALE VES: 

Q. We understand this is the usual custom in Ger- 
many. 

ADwes. 

Q. Is it not a fact that in the last analysis the customer 
who uses the money usually pays more than the bank 
rate—that is, would it not cost him, in such a transaction 
to-day, say 5 or 6 per cent, while the bank rate is 4 per 
cent? 

pW Reon 

Q. How many branches have you? 

A. Dresden, Berlin, London, Frankfort, Bremen, Nu- 
remburg, Fuerth, Hanover, Biickeburg, Detmold, Mann- 
heim, Chemnitz, Liibeck, Altona, Zwickau, Plauen, Em- | 
den, Munich, Augsburg, Freiburg i/Br., Heidelberg, Baut- 
zen, Greiz, and Meissen. 

Q. Have these branches subbranches in the cities in 
which they are located? 

. Six of them. 

Are those subbranches many in number? 

No; perhaps five or six to each branch. 

. Isit your endeavor to reach the small country towns? 
No. 
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Q. Neither through these branches nor through the 
banks whose stock you control? 

A. No; we do not care for that class of business. It is 
not the practice or endeavor of the other important banks 
of Berlin to reach, through their branches, the interior 
towns, as is the custom of the joint stocks banks of London. 

Q. How are the managers of your branches appointed? 

A. By the directors, with the consent of the board of 
supervisors. 

Q. The business of these branches is of a character quite 
like that of the business conducted by you here, except the 
syndicate operations? 

A. Dresden and Frankfort are the only other branches 
which handle syndicate operations; the other branches 
conduct a regular banking business. 

Q. What is your system of audit? 

A. We have a force of men whose duty it is to examine 
each branch and the main offices and report to the board. 

Q. Do you handle country checks by sending them to 
the cities and towns upon which drawn, or through the 
main bank, if it be in Berlin? 

A. We send them direct for collection. 

Q. Is the volume of country checks an important item 
with you? 

A. Yes; but not as you would consider it in America. 

Q. Is the use of checks increasing in Germany? 

A. Yes; but the Reichsbank is an important factor in 
the transferring of credits, thus diminishing the number of 
checks which would otherwise be required. 

Q. In the United States we have brokers who handle 
commercial paper, and many of the banks purchase it to 
employ their surplusfunds. In London we found discount 
houses whose sole business was to handle paper for sale to 


~* 


408 


Interviews — Germany 


banks to employ their surplus funds. What corresponds 
to that agency in Berlin? 

A. In Berlin there are two brokers who handle prime 
bills, but they are not an important factor. 

Q. How do you employ your surplus funds? 

A. We buy bills in the market or through these brokers. 

Q. In employing your surplus funds do you buy any 
other bills than those which the Reichsbank would accept? 

A. No. 

Q. If the Reichsbank were to reduce its rate from 4 to 
34 per cent, what effect would that have upon your rate 
allowed for deposits? 

. We would reduce our rate correspondingly. 

. Would you also reduce your rate to borrowers? 
Yes. 

. What dividends do you pay upon your stock? 

We are now paying 7 per cent. 

. Is your stock dealt in on the Berlin Stock Exchange? 
Yes. It is selling now at 145, which is on about a 
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5 per cent basis. 

Q. You have stated that you do not know where your 
stock is held. Will you kindly explain that? 

A. Our stock certificates are payable to bearer with 
coupons attached. At the end of each year we publish 
our dividend, after which the stockholders send to us a 
coupon for the amount due. Each certificate is registered 
as to the amount of sharesand the coupon must correspond. 

Q. How is your stock represented at your meetings? 

A. The certificates must be deposited three days prior 
to election date. ; 

Q. You are not examined at any time by the Govern- 
ment? 

A. No. 
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Q. What taxes do you pay? 

A. Last year our taxes were 1 ,400,000 marks ($350,000). 
We are obliged to pay to the Prussian Government 4 per 
cent of our profits, after allowing for a dividend of 34 per 
cent. We also pay to the municipality 4 per cent of our 
profits, making a total tax of 8 per cent of our net 
profits. Every State exacts a tax on about this basis. 

Q. The tax paid by you is about six-tenths of 1 per 
cent upon your capital and surplus. In New York banks 
are obliged to pay 1 per cent. Does the stockholder 
have to pay a tax? 

A. Yes; the stockholder also has to pay an income tax, 
which is equivalent to about 8 per cent of the amount 
received on the shares. 

Q. Have there been any suggestions from responsible 
quarters for a change in the policy of note issues in the 
Empire? 

A. No; I think not. We had an inquiry here some 
months ago, but the commission for the preparation of 
the new law have not yet reported. As the Reichsbank 
privilege expires in 1911, the Government will probably 
have a bill passed in the Reichstag during the coming 
winter session extending the charter of the Bank. It may 
be that there will be some changes in the charter. For 
instance, there are many people who advocate an increase 
of the capital of the Reichsbank, which is now 180,000,000 
marks, but this is all as yet uncertain. 

Q. Is there any suggestion of giving to any other bank 
except the Reichsbank the right of note issue? 

A. No; on the contrary, the remaining banks of issue 
will from time to time relinquish that right, as many banks 
have already done. 
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Q. Why should they contemplate increasing the capital 
of the Reichsbank? What would give rise to that sug- 
gestion? 

A. That question arose last year during the time of 
high discount rates. Our agrarian party considered it 
very desirable to increase the capital, because they 
thought that it was only by an increase of capital that 
the discount rate could be reduced. Of course that was 
a mistake, as in the meantime discount rates have fallen 
without any such measure. I think, therefore, that per- 
haps they will leave the capital as it stands now. They 
desired the increase of capital because they thought that 
the Reichsbank was not able to meet the necessities of the 
Empire, and was therefore obliged to raise the discount 
rate. As a matter of fact, the discount rate was high 
because the industries of the country were running so 
actively. 

Q. Has there been any evidence of uneasiness because 
of the increasing use of taxed notes? 

A. No; they issued taxed notes twenty-five times dur- 
ing the past year; the amount was at one time as high as 
650,000,000 marks, but I hardly think there is much im- 
portance to be attached to that fact. 

Q. Does it not create more or less of a feeling of uneasi- 
ness in business circles? 

A. I do not think it does. The notes must always be 
covered by at least one-third in gold and coin. I think 
it would be much better to do away with the Kontingent 
feature altogether and to provide that if the reserve goes 
down to 40 or 45 per cent the amount of notes issued 
above that should be taxed. The tax is only a fiscal mat- 
ter, nothing else. 
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Q. Would you consider the issue of taxed notes in a 
sense an evidence of an abnormal condition. 

A. No; on the contrary, it is quite normal. Last year 
it happened twenty-five times. 

Q. Is attention paid to the percentage which the cash. 
reserve bears to the deposits of the Reichsbank as well as 
its relation to the note issue? 

A. Yes; of course we follow that very closely here, but 
I think the public only considers the relation of the 
reserve to the note issue. 

Q. What is the Berliner Kassenverein? 

A. It is a bank for the clearing of stock exchange 
securities and also for the checks of banks which are not 
members of the Clearing House. 

Q. I believe there are six or seven different kinds of 
banks outside of the usual commercial banks? 

A. There are several different kinds of Genossenschaften 
or cooperative banks. Then every province of the Prus- 
sian State has a bank, which lends on mortgage, etc., and 
issues debentures. These debentures rank among those 
admitted as first-class securities at the stock exchange. 
There are also a number of what we call communal savings 
banks (Kreis Sparkassen). Then there are the municipal 
savings banks (Stodét Sparkassen). There are also a num- 
ber of private savings banks. 

Q. Are the savings banks restricted by law as to the 
character of investments they may make? 

A. Yes; very severely restricted by law. By the 
state law they are only allowed to take such mortgages 
as are legal investments for trustees, and that law is 
defined by the provinces or by the State. Cooperative 
banks do a business which is not large enough for the other 
banks. They are not always called banks, but cooper- 
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Q. Where are the principal ones located? 

A. The headquarters of some of them are here in Berlin, 
but there are some in other provinces of Prussia. 

Q. What are the particular functions of those banks? 
Upon what theory are they organized? 

A. The theory is that by pledging the credit of the 
members they can do a business which will serve a mutual 
advantage and with small cash capital. 

Q. They are not dependent one upon another? 

A. Each association is entirely independent, but the 
various associations form an organization which is for the 
purpose of control. There is one large society in the 
Province of Silesia, with headquarters at Breslau, and 
all the corpcrations in that Province are controlled from 
that point. We have a number of such organizations. 

Q. Is there any legal restriction as to the character of 
investments made by these banks or societies? 

A. They may buy what they want. The Preussische 
Central-Genossenschafts-Kasse is a state bank, which is 
established to look after the business of the agrarian co- 
operative societies. The Prussian Government furnishes 
to this institution the capital which is required by it. 

Q. Do you think it desirable to have a graduated tax 
on note issues, as in our recent legislation in America? 

A. I think this is hardly necessary. In America you 
have to deal with so many banks. Here we have practi- 
cally to deal with but one. The theory of the Reichs- 
bank is that it will maintain conditions and rates with as 
little fluctuation as possible. 

Q. In times of trouble do the large banks, like your 
own, the Deutsche Bank, and Disconto, cooperate with 
the Reichsbank in an endeavor to prevent the exportation 
of gold? 
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A. Yes. Opinions are divided as to whether it is for 
the good of dur country to do so or not. Last year, for 
instance, many people asked for gold. It was refused 
at first in some quarters; later we shipped freely. 

Q. Do the banks handle a large percentage of the gold 
imported and exported? 

A. Yes; we handle a large percentage of the gold moved. 

Q. Is it easy to obtain statistics showing the exports 
and imports of gold? 

A. I think you can get statistics, but I doubt their 
accuracy. Our people carry a great deal of gold in their 
pockets, and large amounts are imported and exported 
over the frontier in this manner and no record made. 

Q. Would not the exports about balance the imports 
of this sort?’ 

A. Perhaps. 

Q. We should like to learn the amount of notes and coin 
in actual circulation among the people in Germany. 

A. It is very difficult to arrive at that figure. It is 
quite impossible to know how much gold and silver has 
been used for industrial purposes. We should regard the 
cash in the banks as insignificant, inasmuch as we only 
carry cash for the day-to-day needs of the public. 

Q. We should like to know how much is in the pockets 
of the people. 

A. The bank only has what the public leaves from day 
to day—taken in from them and given out to them. The. < 
balance, exclusive of the holdings of the Reichsbank, is 
with the people. 

Q. Do you do a transfer business? 

Aes. noe | 

' h Teynek? 

Q. What is meant by Giro business? ae 7 
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A. A transfer which : sent to anybody in Germany 
through the Reichsbank. 

Q. What do you call a transfer from your main office 
to one of your branches? 

A. There is no special term for that. What we call Giro 
comprises the transfer transactions and also paying money 
out—that is all Giro. 

Q. This does not alone refer to the Reichsbank? 

A. It is not confined to the Reichsbank. For instance, 
some of our customers term their accounts Giro Kontoor | 
Scheck Konto. NAUGHTY ’ NAUGHTY r ata 

QO. Have you a general idea of the total amount of de- 
posit liabilities in Germany? 

A. We estimate the deposit liabilities of the Berlin 
banks, not including savings banks or cooperative banks, at 
about 3,000,000,000 to 3,500,000,000 marks—$800 000,000. 
In all Germany it is about 8,000,000,000 marks— 
$2 ,000 000 ,000. 

Q. That is a surprising statement. In the city of 
New York alone the deposits in the banks, exclusive of . 
savings banks, amount to more than 10,000,000,000 marks. 

A. New York is quite a place. Our people invest a 
larger proportion of their funds in securities and keep 
less money on deposit in banks. ‘ 

Q. Are the savings banks deposits subject to imme- 
diate withdrawal? 

A. Certainly. 

Q. Why should not those deposits be included? If you 
are estimating the total deposit liabilities, why should 
you not include these? 

A. If you want to get at the aggregate of sight deposits 
in Germany you should include them. The great ad- 
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vantage of our system is that it affords so many ways of 
investing money with absolute security. 

Q. Has there been any other banking crisis in Ger- 
many since 1875 except that of 1901? 

A. Yes; there was in the year 1890; but I do not 
think any crisis was as severe as I9goOI. 

Q. You had no serious crisis in 1893? 

A. No. 

Q. Was there not a bank run about a week ago on one 
of the Genossenschaften? 

A. This was one of the Schulze-Delitsch which banks 
with us. We helped them, as we absorbed their central 
bank and now serve them as such. 

Q. What do you mean by serving them as their central 
bank? 

A. That simply means that we are their Berlin corre- 
spondent. The various banks of this organization know 
that by doing their regular business with us they may re- 
ceive assistance from us in case of need. At the time the 
run started on that bank they had a credit balance with us 
of 500,000 marks. 

Q. Is the stock exchange an important factor with the 
banks in Berlin? 

A. Yes, for our stock business. 

Q. Do you transact a large stock business? 

A. Yes. We have no brokerage houses like yours in 
America. 

Q. If I should come in and ask you to purchase for me 
a certain amount of shares would you do so? 

A. Certainly. ; 

Q. What margin would you require? 

A. We have customers for whom we buy on small mar- 
gin. Ifa man who is known to us to be good for a cer- 
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tain amount desires to purchase for speculation, he may 
give us an order without having any margin at all. But 
usually we expect a margin of 25 to 4o per cent. 

Q. What have you as an evidence of his obligation? 

A. He must confirm the transaction. Stock transac- 
tions are conducted quite differently here from what they 
are in America; in a majority of cases we have only 
one quotation a day. The price may fluctuate as it does 
in New York for securities dealt in for future delivery, 
but for all bonds and most mining and industrial shares 
there is only one official quotation each day. At acertain 
hour people go to the official broker, who determines the 
price of the securities for the day, and they are settled for 
on the basis of that price. It should be added that on 
demand the Government may allow the stock of all mining 
and industrial stock companies having a fully paid up share 
capital of at least 20,000,000 marks to be dealt in for future 
delivery, i. e., for the end of the month, and such stock has 
not merely one quotation a day, but is dealt in during the 
sessions of the stock exchange at fluctuating prices. 

Q. Are you members of the stock exchange? 

A. All banks and bankers are members of the stock 
exchange. 

Q. By virtue of their being banks? 

A. Yes; they have to pay a tax for the exchange. 

Q. Are the seats expensive? 

A. No. You do not buy a seat. ‘There is no limit to 
the number of people admitted. 

Q. Do you have more than one man go to the stock 
exchange? 

A. Yes. We have from twenty to thirty people go to 
execute our orders. 

Q. How is the stock exchange governed? 
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A. We have certain government supervision over the 
stock exchange: Formerly the exchange was a private 
corporation, but the new law created a board of managers 
which is responsible to the Government. 

Q. What is the makler verein? 

A. That is a stock company. It is for brokers who 
can not do business under their own name, who have no 
credit. This organization clears their transactions for 
them. 

Q. Is the banking field in Berlin so monopolized that a 
new institution with ample capital would find difficulty in 
establishing itself? 

A. It would depend upon the management. We see 
no reason why a bank would not have a fair chance. 

Q. Does the Imperial or Prussian Government carry 
any cash reserve independently of the banks? 

A. No; except that the Imperial Government has a fund 
of 120,000,000 marks in gold, which is known as the war 
fund, and which has been carried in a vault in Spandau 
since the payment of the French indemnity. 
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Interview with Doctor Salomonsohn, Director of the Disconto- 
Gesellschaft. 

Doctor Salomonsohn stated that the character of the 
business of the Disconto-Gesellschaft is strictly the same 
as that of the Deutsche, Dresdner, and other joint stock 
banks. It differs only in this particular, that it is arranged 
on the commandite principle. The directors, five in num- 
ber, are partners in the business. They manage it and are 
responsible to the creditors for the obligations of the 
bank. They receive no salaries, but share to the extent 
of 20 per cent in the profits, after a dividend of 4 per cent 
has been paid to the stockholders. 

The law requires them to carry to their surplus fund a 
certain percentage until that fund shall have reached 10 
per cent of the capital. They can not divide their entire 
profits until the surplus funds shall have reached one-third - 
of their capital, which they have now done. It is not 
their practice, however, to divide the entire profits among 
their stockholders, as they prefer to increase their surplus 
fund. If the bank were to be liquidated, the partners 
would be entitled to one-fifth of the capital and surplus. 

In speaking of the gold reserve of the country, Doctor 
Salomonsohn stated that it has been carefully esti- 
mated that the gold reserve in the pockets of the people 
of the Empire amounts to about 4,000,000,000 marks 
($1 000,000,000) and that it is more satisfactory to have a 
reserve carried by the people than by the banks. It 
might properly be considered as a war-fund reserve; that 
is, in case of trouble it could be relied upon. He stated 
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that there had been no reliable estimate made as to the 
percentage of gold reserve in the banks to their deposit 
liabilities, the Reichsbank being the only institution 
making a statement covering that figure. 

When asked if the use of bank checks was increasing in 
Germany, he stated that it was, somewhat. It is not yet 
the custom, however, for people to use checks in settle- 
ment of their personal accounts, as is the practice in Eng- 
land and America. Last year a law was passed specifying 
in more precise terms than had before been done the legal 
status of the check, the intent of which was to increase 
the use of the deposit and check systems. He, however, 
does not approve of the check system as compared with 
the transfer system, now in vogue in Hamburg. 

When asked if he viewed with any concern the very 
large mortgage debt on the real estate in the Empire, he 
replied that he thought it was large—possibly too large. 
In addition to the loans made by institutions, and estima- 
ted at 24,000,000,000 marks ($6,000,000,000), there were 
many mortgages of large aggregate held by individuals, 
the total of which can not be estimated. He expressed 
absolute confidence in and approval of the Reichsbank 
system, stating that he thought it would be well to in- 
crease the Kontingent, but that the increasing volume of 
notes issued by them gave no concern, and that bankers 
generally regarded the beginning of the issue of taxed 
notes as something of a warning, but with no alarm. ~ 

In regard to the postal savings bank system he stated 
that a law had been passed inaugurating a postal check 
system, which he believed would be of great advantage. 
At present it is the custom to use the postal service for the 
remittance of small sums to and from the small coun- 
try towns. It has been estimated that the postmen of 
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the Empire carry daily in cash an amount averaging 
25,000,000 marks, this being the amount of cash paid out 
by the postmen. They are not allowed to receive cash. 
That must be deposited in the post-office. The system 
proposed will enable anyone to open an account with the 
Post-Office Department. A deposit may be made against 
which a check may be drawn, thereby avoiding the 
trouble and risk of daily payments to the department in 
cash. As the custom of using the post-office is very gen- 
eral, especially in remitting to those having no account 
with the Reichsbank, it is believed that the postal check 
system will serve a splendid purpose and become popular. 

When asked if the postal savings bank system would be 
adopted, he stated that the postal check system might 
develop into the establishment of a postal savings bank 
system. He thought that there would be much opposi- 
tion to this, he himself being opposed to it, but there 
were some who confidently believed that the move would 
eventuate into the establishment of the bank system. It 
seems that the question of interest to be allowed by the 
department has not been settled. They may decline to 
allow interest on sums deposited with them. 

When asked as to the character of the deposits in his - 
bank, and also in the other banks in Berlin, he stated that 
they were very stable—that is, that they fluctuate very 
little—but in his own institution they had gradually in- 
creased from year to year, due of course in part to the 
development of business. He expressed the opinion that 
the deposits in the banks of Berlin were less liable to 
fluctuations than those in other financial centers. 
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BERLINER HANDELS-GESELLSCHAFT. 


Interview with Doctor Mosler, Director of the Berliner Handels- 
Gesellschaft. 


Doctor Mosler stated that the business of the Berliner 
Gesellschaft was practically of the same class as that 
of the other private or joint stock banks. His bank 
was established about 1850 under special charter and 
is organized upon the commandite principle, i. e., the 
directors are partners, being responsible for the lia- 
bilities of the bank and sharing in 20 per cent of 
the profits, after allowing for a dividend of 4 per cent. 
This is the only important bank in Berlin having no 
branches in other cities, or in the city of Berlin itself, 
the entire business being confined to one office. When 
asked why they had purchased no other banks to be used 
as branches, or established branches in no other city, he 
stated that they did not deem it advisable to conduct 
their business through branches. He argued that in fair 
weather they might serve an advantage, but that in times 
of stress he felt quite content to have their business under 
the immediate supervision of the directors located in 
Berlin. He felt that the experiences of the latter part of 
1907 vindicated his judgment in this regard, as he was 
in much better shape to handle the business, concen- 
trated as it was, than were other important institutions 
with such diversified interests and so widely scattered. 
This view, he stated, is not entertained, however, by 
banks having branches. The system of important 
branches has only been in vogue for a few years, and he 
feels that its advantages are not yet thoroughly demon- 
strated. It has been the custom of the joint stock banks 
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to purchase the shares of banks in other cities and 
convert them into branches. 

When asked his opinion of the organization, char- 
acter, and strength of the Reichsbank, he stated that 
he believed there was no better banking institution 
in the world; that he believed it could not be improved 
upon, and was not in favor of any change unless it be 
that of an increase in the Kontingent. He admitted 
that there had been some criticism of the Bank, largely 
emanating from the agrarian party (principally the large 
landowners in East Prussia), who felt that the Bank was 
organized more for the benefit of commercial and industrial 
enterprises than for the agricultural. Their contention, 
he believed, was not well founded, as the Government 
renders through other channels great assistance to the 
agricultural classes, and it would be impracticable to 
organize a central bank which could meet their demands. 
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PREUSSISCHE PFANDBRIEF-BANK. 


Interview with Herr geh. Kommerzienrat Dannenbaum, Director of 
the Pfandbrief-Bank. 

Q. When was this bank organized? 

A. In 1862. It is the oldest of the mortgage banks 
in Prussia. 

Q. Are you organized under special charter? 

A. Yes; a charter of the Prussian state. 

Q. What are the particular functions of this bank? 

A. The bank makes a specialty of lending on real 
estate, holding the mortgages as collateral security for 
bonds which are issued by the bank and sold to the pub- 
lic. We may also loan on communal securities and upon 
railroad securities. 

Q. What do you mean by communal securities? 

A. The securities are those issued by corporations 
which are practically controlled either by the State or 
a municipality and which are authorized to levy taxes. 
They may be provinces, counties, cities, church socie- 
ties, and other enterprises of a like character. We do 
not receive from corporations of this kind a mortgage, 
but merely an obligation to pay, and for the payment of 
which the corporation is liable with its taxes. 

Q. Are you privileged to make loans on any other class 
and hold them as security for your bonds? 

A. Yes; our charter permits us to loan to railroads, 
taking their obligation as evidence of the debt. The vol- 
ume of this business is, however, small. We mostly con- 
fine our loans to city real estate. From our statement 
you will notice that our bonds secured by real estate mort- 
gages amount to about $65,000,000; those secured by 


424. 


Interviews — Germany 


communal obligations to about $8,000,000; those secured 
by railroad obligations to about $1,500,000. 

Q. Will you kindly inform us as to the method of 
appraisement on real estate loans? 

A. We have in our employ appraisers who estimate 
the value of the property. They make their estimate 
not only upon the cost of the property but upon its present 
market value, and also upon the income from it; i. e., 
according to the rents coming in. This appraisement is 
submitted to the board who act upon it, and if they 
approve fix its amount in the presence of the managing 
director. When several loans have been made the mort- 
gages are deposited with the State Controller, who 
approves them and then authorizes us to issue our bonds 
against them. It is customary for us to have a margin, 
that is, we may but never do issue bonds to the full 
amount of the mortgages held by us, as we have suffi- 
cient capital, so that it is not necessary for us to borrow 
the full amount loaned. 

Q. Are all real estate mortgages held as security pro 
rata for any and every bond issued by you? 

A. Yes, and all communal loans for the communal 
obligations, and all railroad loans for the railroad 
obligations. 

Q. For what time are your bonds issued? 

A. They may be called by us only after ten years from 
their date of issue. 

Q. For what time are the mortgages on real estate 
made? 

A. They usually are made for a period of ten years— 
i. e.,as to city realestate. The mortgages made on coun- 
try real estate and communal railroad obligations are 
usually on the amortization plan at the rate of one-half 
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per cent, which would make the length of the mortgage 
564 years; if at ; per cent, it would run 44 years. 

Q. About what is the difference between the rate re- 
ceived on mortgages made by you and the rate paid on 
bonds issued by you? 

A. We receive about one-fourth of 1 per cent and one- 
eighth more than we pay. Our percentage of profit is 
small, but the volume of our business is so large that it 
gives us a large return. The law does not permit us to 
issue the bond at a lower rate than we receive upon the 
mortgage. 

Q. Are you limited as to the amount of bonds you may 
issue? 

A. By our charter the total amount of bonds secured by 
real estate mortgages or railroad obligations must not ex- 
ceed fifteen times our capital and surplus. We may also 
in addition issue communal bonds secured by communal 
obligations to the amount of one-fifth of total real estate 
and railroad bonds issued. 

Q. What was the cause of the mortgage bank failures 
in 1901? 

A. There were two banks affected. They were con- 
trolled by the same interest and the management was bad. 
The public became concerned about their bonds and 
threw them on the market. The banks were unable to 
protect them and trouble resulted. Both banks have 
been reorganized and are now under reliable management. 

Q. Is it the custom of mortgage banks to protect their 
bonds in the market by purchasing them? 

A. Yes; that is the practice. 

Q. How many mortgage banks of this character are 
there in the Empire? 

A. There are 39. 


426 


Interviews — Germany 


Q. Have you an idea of the aggregate amount of bonds 
issued by these banks? 

A. About 9,000,000,000 marks—$2,200,000,000. 

Q. Is their field of operation confined to Germany? 

A. Yes. 

Q. May any of them receive deposits? 

A. Yes. We may receive deposits to the amount of 
one-half our capital. These are especially deposits of 
clients who have taken advances and who leave their 
money here for some time. We may also buy and sell 
securities on stock exchange, but only for cash, not for 
account. 

Q. May you also buy bills? 

A. We may buy bills on the same basis as the Reichs- 
bank. 

Q. What else may you do? 

A. We may make advances on securities (Lombard) on 
the same basis as the Reichsbank. We make a list of 
the securities which we want to give credit upon, and the 
Government decides whether we may make advances on 
these securities or not. 

Q. What class of securities? 

A. We make advances on all kinds of securities named 
by us in this list, and which are permitted by the 
Government. Among these are some foreign stocks, 
upon which we advance up to 80 per cent of their value. 
Of course the margin is higher with stocks than with 
bonds. On English and French consols we loan up to 80 
per cent. 

Q. Is that margin regulated by the law or by the man- 
agement of the bank? 

A. No; the law only says that a list of securities must 
be handed to the Government, but does not stipulate the 
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margin; local securities never form collateral for the bonds 
of the bank. The Lombard business is only a measure of 
employing the capital of the bank. 

‘QO. As a rule are the bills purchased in the open 
market or taken from clients? 

A. Chiefly we take these bills from the clients who buy 
our bonds. 

Q. You state that you are permitted to receive deposits 
to the amount of half your capital. May you also include 
your surplus? 

A. No; we can receive deposits up to the amount of 
half our capital only. 

Q. Asa matter of fact, if you desired you could conduct 
a banking business? 

A. The limit to such business is fixed by the rule that 
we may only hold deposits to the amount of the capital. 

. Your capital is 18,000,000 marks? 
Wes: 

. Your surplus 7,000,000 marks? 
ies: 

Q. What is the amount of outstanding bonds of the 
bank? 

A. 310,000,000 marks. 


> iO PIO 


Q. What is the difference between the mortgage bond 
and a mortgage certificate? 

A. Before the new law was passed they were called 
certificates and were based on specifically-named mort- 
gages. 

Q. Are your bonds always sold at par or better? 

A. That depends upon the money market. The 4 per 
cent bonds are 98. 

Q. I mean when the bank sells the bonds. It may sell 
them below par? 
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A. They are sold on the open market, at whatever price 
they will bring. 

Q. Have you any branches? 

A. We are connected with many of the banks through- 
out the Empire, which act as agents for selling bonds to 
the public, and get a commission, of course. We also 
have agents for granting advances in all the larger cities. 

Q. Has the State or the Imperial Government any 
interest at all in the stock? 

A. No. In some of the German States the Govern- 
ment receives a share in the profit, but not of this bank, 
not in Prussia; they do in some of the smaller States. 

Q. Your bonds are acceptable by the Reichsbank? 

Bie es: 

Q. And the bonds are also purchased by other banks, 
such as the Dresdner Bank and the Deutsche Bank, as 
investments? 

A. This is not their business, as of course you under- 
stand, but they may buy and sell them on commission. 

Q. But they trade in them? 

A. Yes. Some of the newer mortgage banks to be sure 
do sell larger amounts of their bonds to such institutions 
which sell them for their own account, but this bank 
does not need any such business; we deal directly or by 
commissioners. 

Q. Where is the market generally for these bonds? 

A. It is very scattered; about fifty thousand marks a 
day are sold here on the stock exchange, but of course 
we sell also from our office. 

Q. They are bought by private investors? 

A. Yes. The larger percentage of them is held in that 
way—absolutely for investment. 
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Q. What dividends do you pay? 

A. Seven and one-half per cent in recent years. It 
differs. As the business of the bank grows the dividend 
also becomes higher. 

Q. What is your stock selling for now? 

AGei 37: 

Q. This bank has a special charter. The other banks 
have practically the same privileges in the way of buying 
bills? 

AGONY es. 

Q. Is your charter permanent? 

AMVs: 

Q. In practice do the other banks conduct their business 
on about the same lines as this? 

A. Absolutely, except that they do not do railway 
business. Of course, the business of every bank is differ- 
ent from the other. For instance, this bank does not 
make advances on hotels, mining companies, theaters, 
factories, mills, building lots, etc. 

Q. What do you mean by mining companies? 

A. Mining property. 

Q. Are these banks ever regarded as competitors of 
commercial banks? 

A. Oh, no. Our chief business is always a mortgage 
business. 

Q. Do you lend mostly in the city or mostly to agricul- 
tural interests? 

A. One bank makes advances on agricultural and one 
chiefly on city real estate. This bank has only in a 
few cases made advances on agricultural property. 

Q. Do the mortgage banks in general lend mostly on the 
city or urban real estate or on agricultural property? 
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A. Mostly on city real estate. The percentage of 
credits granted on agriculture is small. There are other 
institutions for agricultural mortgage credit—the Land- 
schaften. You will see that in 1907 we lent only 208,500 
marks on agricultural property and 227,404,147 marks 
on urban land—a thousand times as much on urban 
property as on agricultural. 

Q. Do the Hypotheken Banken compete with the 
Landschaften? 

A. Not very much, because they chiefly make advances 
on city real estate. The Landschaften are not authorized 
to make advances on city real estate. 

Q. What percentage do you advance on real estate? 

A. Up to 60 per cent of the value. 

Q. That applies to a dwelling house? 

A. Yes, a tenement house, to everything—6o per cent 
of the appraised valuation, which appraisement is made 
by the bank. But the Commissioner of the State looks 
into it whether the valuation of the bank is right or not. 

Q. Do you know what percentage of the amount of 
mortgages in number are made upon residences? 

A. I should say this bank rarely makes advances on 
private residences. 

Q. Assume that a man owns a private house that cost 
100,000 marks and wants to get a mortgage of 20,000 
marks upon it, what then? 

A. We would lend upon it if it were in the Tiergarten- 
strasse—that is to say, in a good location. 
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PREUSSISCHE CENTRAL-BODENCREDIT- 
ACTIEN-GESELLSCHAFT. 


Interview with Geh. Regierungsrat von Klitzing, President. 


. When was your company organized? 

> hay 183740}, 

. Have you branches? 

No. 

Do you transact business throughout the Empire? 
Yes. We have agencies—in all, 408. 

By whom are your shares owned? 


POPOPOPO 


. It is very hard to answer that. We have paid div- 
idends of 9 per cent for fourteen years, and, of course, 
that makes the shares very sure, and for that reason they 
are in the hands of many people who consider them a 
very good investment. Some of the large banks own a 
large number of shares. 

Q. The State has no interest in the stock? 

A. The State has no direct interest. They formerly 
had. ‘The Prussian Seehandlung had a direct interest in 
the capital, but that has been paid back. 

Q. Was the company organized under the auspices of 
the State? 

A. It is still under the supervision of the State. 

Q. What is the general nature of your business? 

A. We are what is known as a mortgage bank. 

Q. Will you kindly inform us of the modus operandi of 
placing a mortgage in Germany? Assume that a man 
comes here to procure a loan on a piece of real estate, who 
appraises the value of his property? 
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A. We have in the bank special appraisers who attend 
to that business. 

Q. When the appraisers have fixed the value, how do 
you arrange to make a loan on the property? 

A. We have two different bureaus, one of which, after 
the appraisement has been made, passes upon it. One of 
the bureaus is for the city and one for the country. After 
the proper bureau has examined it very carefully and 
found it correct it is handed to the directors, who then, 
together with the president decide whether or not to make 
the loan. 

Q. Then, if accepted, what steps are taken? 

A. We then give cash for the loan. 

Q. What does the owner of the property give in ex- 
change for the money received? 

A. A mortgage. 

Q. What is done with the mortgage? 

A. After a number of mortgages have been made, we 
- turn them over to the State Controller or Commissioner, 
who has special revisers for this class of business, and if 
they approve the Controller authorizes us to issue the 
bonds. We are not permitted to make the issue without 
his official approval. 

Q. Is the property then reappraised by the State Con- 
troller? 

A. Well, as a rule, the property is not reappraised. 
He only examines the general character and is usually 
satisfied with it. The Controller has the right to have a 
reappraisement made by a special commission, but that 
very seldom happens. 

Q. Are the officials you refer to all connected with 
the Prussian Government? 
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A. Yes, and not the Imperial Government. The exam- 
ination is only supervised by the Prussian State. 

Q. What is done in the case of mortgages taken by you 
in South Germany, say in Bavaria? Are they also exam- 
ined by the Prussian State and not by the Bavarian gov- 
ernment? 

A. No, only by the Prussian State. 

Q. On what basis is the appraisement made? What is 
the usual method? 

A. We may estimate value from three standpoints 
when appraising property, what would be paid for the 
property if it were sold, or how much is produced from 
it every year or how much it would return if rented. 

Q. What percentage of the loans are on city property? 

A. About 62 per cent on city, 24 per cent on country, 
and 14 per cent on communal obligations. 

Q. What percentage of value do you advance in making 
loans? 

A. Sixty per cent for city and 66 per cent for agricul- 
tural property. 

Q. Is exactly the same method used in placing a mort- 
gage on agricultural property as on city property? 

A. There is no difference. Only the percentage is 
different. Mortgages on agricultural property are usually 
made with amortization, % per cent being customary, 
while on city property they are usually for 10 years. 

Q. Does the State Controller determine the amount df* 
the loan which may be issued on the collateral? 

A. No; he has nothing to do with that. He can abso- 
lutely refuse to accept mortgages, but he can not fix the 
amounts to be advanced upon them. 
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Q. The bonds issued by the bank are usually of a less 
amount than the mortgages held as collateral. What is 
the margin? 

A. As a rule we have a great many millions more in 
mortgages than bonds issued (at present about 30,000,000 
marks) because we use our capital and surplus. 

Q. You state that the usual length of time of mortgages 
on improved city real estate is 10 years? 

A. Yes; but they may be extended for a longer period. 

Q. What is the usual time on agricultural mortgage? 

A. That depends upon the plan of amortization. For 
one-half per cent it is 564 years; 1 per cent would be 44 
years. 

Q. I have, if you please, a property costing 100,000 
marks. I wish to mortgage it for 20,000 marks. I might 
not want it for 56 years, or for 44 years, but for a shorter 
period, say for 10 years. What arrangement could be 
made as to the length of the mortgage? 

A. For ro years on that 20,000 marks you would have 
to pay 4 per cent interest per annum and 7 per cent for the 
amortization. Thatis altogether 11 percenta year. You 
have to take into consideration that the amount of capital 
will be reduced every year by the amortization you pay. 

Q. What in fact is about the average length of time of 
the country mortgages? 

A. Most people take an amortization of one-half per 
cent, so the length of time is as a rule 564 years. 

Q. If there is no default on the interest, or the amorti- 
zation, that mortgage can not be foreclosed before 564 
years from its date? é 

A. If the interest is duly paid, we can not give notice. 
But after 10 years the mortgagor can give notice that he 
wants to pay. 
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Q. Are the city mortgages and the country mortgages 
on farm lands all held as collateral to cover the bonds of 
the bank? 

As Wes. 

Q. For what period are your bonds issued? 

A. They do not mature, but we can call them after 
IO years. 

Q. If the rate of interest should decline for a series of 
years you would call in the bonds and issue others at a 
lower rate? 

A. Yes. We did that in 1897. 

Q. You can call your bonds only at par after 10 years? 

A. Only at par. 

Q. What would be the rate to-day on an improved 
piece of city real estate? 

A. The rate on improved city real estate would be per- 
haps 44 per cent. At present the rate for agricultural 
property is 44 per cent. In addition, the farmer pays 
3 per cent commission for the first year for general ex- 
penses. 

Q. Is there any other class of mortgages held by this 
bank as security for their bonds—any other than the real 
estate and farm mortgages? 

A. Yes; there are communal loans against which com- 
munal bonds are issued. 

Q. Would you make a loan to a corporation of the 
character of Krupp’s? 

A. No, no. He could get mortgages, but he could not 
get a communal obligation. 

Q. In what sense do you use the word ‘‘corporation’’? 

A. It is a public company over which the Government 
exercises control. 
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Q. Your street railway in Berlin is owned by a private 
company. Would it be regarded by you asa corporation? 

A. No; there are some street railways which are owned 
by the city, and in that event it would be a corporation, 
but this is a stock company. It has nothing to do with 
the State. The State has no direct control over it. It is 
not a corporation in one sense of the word. 

Q. The communal loans are made at more favorable 
rates of interest? 

AS Mes 

Q. Then the city real estate mortgages and the country 
mortgages are mingled together and the bond of the bank 
issued against them as a whole? 

A. Yes, that is correct, but the bank issues a communal 
bond only against communal securities. 

Q. And communal bonds sell at a higher price? 

Ay Ves: 

Q. Is there no limit to the amount you can lend to any 
one community. 

A. No, there is no such limit, but the whole amount 
that we loan on real estate must not exceed 20 times 
the capital stock of 36 millions and 15 times the capital 
of 3.9 millions, and on communal bonds 24 times the 
capital of 36 millions and 18 times 3.9 millions. We may 
issue mortgages as follows: 20X36=720 millions, and 
also 15 X3.6= 54 millions, i.e., total sum 774 millions; be- 
sides 4X 36=144 millions and also 3X 3.6 = 10.8 millions, 
i., e. a total sum of 154.8 millions on communal bonds. 

Q. You stated that the communal obligations were 
regarded as better and were therefore more favored. The 
law allows you to issue only eighteen times on communal, 
whereas it allows you to issue twenty times on real estate. 
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A. But you have to look at the development of the 
business. At first these banks were only real estate banks, 
and afterwards it developed that communities came to 
themformoney. ‘Then, in addition to the amount allowed 
on real estate, the law allowed them to issue eighteen times 
the capital on communal obligations. These communal 
obligations are only a minor part of the business of these 
banks. The large communities usually issue their own 
bonds. ‘The Government gives them a special charter and 
a special concession to raise so much money, but for banks 
like this the communal business is only a secondary 
matter. 

Q. Has this bank a special charter? 

A. This bank has a special charter independent of 
any other institution. I am appointed by the King as 
president of the Preussische Central-Boden-Credit-Actien- 
Gesellschaft. This bank is permitted the highest per- 
centage to capital of bondsissued. The bank was founded 
under the auspices of and at the suggestion of Bismarck. 
We therefore have a good many special privileges granted 
to us, but at the same time we have more stringent rules 
and closer supervision than the other banks. We are 
examined especially by the State Commissioner, whereas 
the Pfandbrief Bank and the others are examined only 
by accountants (Treuhdndler). This bank has placed 
nineteen-twentieths of the mortgages on agricultural 
land in Prussia. 

Q. You also take mortgages from all parts of the 
Empire? 

A. Yes. We may lend anywhere in the Empire, but 
practically we do very little outside of Prussia. 

Q. About what is the difference between the rate re- 
ceived on the mortgages and the rate paid on the bonds? 
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We were told by the Pfandbrief Bank that with them it 
was a quarter of 1 per cent. 

A. It is about the same with us. Last year it was 
0.2498 per cent. 

Q. Does this bank compete at all with the Landschaften 
in the country real estate loans? 

A. There is no direct competition between us. We 
work hand in hand as a rule, but the rates of the Land- 
schaften are more favorable. They have no interest to 
pay on their capital stock. 

Q. There is a president, directors, and a board. We 
would like to know just how the management is organ- 
ized; that is, by whom elected or by whom appointed. 

A. The president and the directors are appointed by 
the King for ten years. Then comes the board of direct- 
ors—that is, three directors and one legal adviser—who 
are elected by the board of the company and confirmed 
by the Government. Then there is a board of adminis- 
tration. 

Q. How many are there on that board? 

A. Eighteen. _ 

Q. How are they elected? 

A. By the general assembly of the shareholders each 
year. 

Q. Do you often foreclose a mortgage? 

A. No; we have only done so once in the last ten 
years on property in the country. We average one fore- 
closure to about 146 mortgages in the city. We do not 
have to buy the property as a rule, but simply have to 
take the steps and somebody buys it up. It should be 
known that we take nothing but first mortgages. 

Q. Is the bank limited in the amount of deposits it may 
receive? 
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A. No. There is no limit to the amount. 

Q. You have a great amount of stocks and bonds? 

A. That is explained by the fact that we often have to 
buy our own bonds in order to keep the rate up in bad 
times. 

Q. Are you restricted as to the character of the securi- 
ties you may purchase? 

A. Yes. We may purchase only those permissible to 
the Reichsbank. 

Q. That applies to bills as well as securities? 

yA hag oS 

Q. How many mortgage banks of this general kind are 
there in the Empire? 

A. In Prussia 14, and in the rest of Germany 25. 
That is, 39 of the same character. 

Q. What is the total amount of the bond issues of these 
banks? 


A. Nine and one-half milliards—g,500,000,000 marks. 
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KASSE. 


Interview with Herr Geheimrat Dr. Hessberger and Others. 


Q. When was this institution organized? 

A. It was organized in October, 1895, under a special 
charter. The State of Prussia organized the bank, sub- 
scribing a capital of 5,000,000 marks, which was later 
increased to 20,000,000 marks and a few years later to 
50,000,000 marks, which represents the investment of the 
State. In 1906 the capital was increased by 2,400,000 
marks, that sum being subscribed by the various unions 
of the Raiffeisen system. You understand that the pur- 
pose of this institution is not to make money, but to help 
the development of agriculture and the small industries, 
aid being given to them through the cooperative societies 
with which this bank deals. It was for this purpose that 
the State subscribed the capital. It is believed that the 
State contemplates a further subscription to the capital 
in the near future. This institution is not conducted on 
a strictly business basis, but in the interests of the people 
generally. It is strictly a government institution, the 
president being appointed by the King for life. There is 
an advisory board, consisting of about 30 men, who are 
appointed by the Minister of Commerce, the Minister of 
Finance, and the Minister of Agriculture. The members 
of this board are selected from among the scientific men 
of the State and also from men who are interested in the 
management of the unions within the State. It is not 
the custom to include financial leaders among the 
members of the board. The board meets once or twice a 
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year. From among their number the Ministers appoint a 
committee which meets three or four times a year. The 
Ministers select and recommend the directors, four in 
number, who are appointed by the King. 

Q. Does the bank receive deposits from merchants and 
carry commercial accounts? 

A. The deposits are from the unions (Verbandskassen) 
and from the savings banks (Sparkassen), and we have a 
certain number of private accounts, but not much in 
volume, as this is a state bank. There are some corpo- 
rations of an official character, like the savings banks, 
church corporations, guardians, and so on, which deposit 
with the bank because it is a state bank. Our depositors 
last year included 54 cooperative society unions, 8 banks 
of the Landschaften (agricultural loan companies), 6 pro- 
vincial institutions with purposes similar to the Land- 
schaften, 548 public savings banks, 422 individual 
cooperative societies, firms, and persons, and 169 public 
offices, persons, and the like. 

Q. The bank does not in any sense do a commercial 
business? 

A. Not at all. 

Q. Some of the deposits are on time and some on 
demand? 

A. Three-fifths are on time and two-fifths on demand. 

Q. What rate of interest do you allow on deposits? 

A. That depends upon the market, about 1% per cent 
now. 

Q. Going back for a moment to the increase of capital- 
ization of 2,400,000 marks, taken by the unions of the 
cooperative societies, have they a voice in the manage- 
ment—can they vote that stock? 
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A. Not at all. Some of the people are on the board, 
but that is only voluntary. ; 


Q. What interest is paid upon the stock? 

A. The law forbids us to pay more than 3 per cent; the 
unions of cooperative societies do not receive more than 
3 per cent. In the last few years we have not paid 3 
per cent, but only 1 to 2 per cent on the capital. 

Q. If they have no voice in the management and are 
limited to 3 per cent, why invest in the stock? 

A. Only to get a theoretical interest in the whole thing. 
The advantage of the unions which have invested here is 
that they get long and cheap credit from the bank. 

. How many unions are there in the State? 
Sixty. 

And 54 of them bank here? 

They carry balances here; yes. 

They send their funds here for investment? 
Yes; they receive credits here. 

They use this as their central bank? 


PIO PO PO PIO 


Yes, and of course they get more credit from the 
bank than they deposit with the bank. 

Q. What kind of collateral do they give? What is the 
form of the loan made? ; 

A. There is no collateral at all, because you see that 
according to the organization of these unions the personal 
obligation of allof the members of such unions serves as a 
guarantee for the bank. 

Q. Are we correct in understanding that the various 
cooperative societies forming a union are severally and 
jointly liable for all the obligations of any society belong- 
ing to that union? 

A. Yes, but only to a limited amount. 
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Q. How is that amount limited? 

A. The limit of the obligation differs within the unions 
as it does within the individual societies. There are 
societies which stipulate a limited obligation for each 
member, and there are other societies which do not stipu- 
late a limited obligation, but in which the obligation of 
each member is unlimited. The societies forming the 
union may be classed similarly as societies with limited 
and also unlimited liabilities. 

Q. You have accounts with 54 cooperative society 
unions. Are they all credit unions? 

NES, 

Q. Are those mostly commercial or agricultural? 

A. Mostly agricultural; 20 unions are urban, 34 belong 
to the country. 

Q. Do the latter deal with small farmers? 

A. With small farmers chiefly or people of the middle 
class. Most of the agricultural societies have unlimited 
liability for their members; most of the urban associa- 
tions have limited liability. 

Q. This bank only deals with the unions within the 
State of Prussia? 

A. Yes, but some of these unions do business with soci- 
eties outside of Prussia. 

Q. There are Raiffeisen societies in all part of the 
Empire? 

A. Yes, the agricultural interests are more important 
in Prussian States than in the other States. 

Q. In the other States, in Bavaria or Saxony, are there 
Central Genossenschaft banks like this? 

A. No, this is the only institution of that character. 
In other States where there is no Central Genossenschaft 
the unions do their business with any kind of bank they 
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like. But the societies are formed into unions as in 
Prussia. 

Q. Do the unions receive deposits from the societies? 

As Wes: 

Q. So that in fact the union is the central bank of the 
cooperative societies, and this bank is the central bank 
of the unions? 

A. That is right. Now, in other States the unions deal 
with whomsoever they like. They have no central bank. 
Of the cooperative societies there are the Raiffeisen sys- 
tem, the Schulze-Delitsch system, and the Darmstadt sys- 
tem, organized by a man called Haas. 

Q. There are three systems. Are there other such 
credit societies formed within the Empire not belonging 
to any particular system? 

A. There are no others. These are the only three sys- 
tems. These three systems are not as different as they 
were in former times, and they tend to become more and 
more alike. 

Q. They work along the same line? 

AANES, 

Q. Is the tendency toward one of consolidation? 

A. No, but the general principles of business are becom- 
ing the same in these three systems. Of course, the rules 
differ in towns or in agricultural districts. 

Q. We understand that there are in the Empire 27,000 
cooperative societies? 

A. Yes. 

Q. Sixteen thousand of which are credit societies, and 
as such are practically commercial banks? 

A. Yes. But the others are cooperative scieties which 
do not receive deposits or make loans, and have no finan- 
cial transacticns at all. They are for buying raw material, 
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and so on. The Schulze-Delitsch systems are more in 
the towns, and the Raiffeisen more in the agricultural 
districts. 

Q. Can you give us an idea of the character of the obli- 
gation given by the farmer who goes to the society for 
credit? 

A. Credit is only given to the members of the society, 
and there is no collateral or security required. The com- 
mittee of the society decides whether and how much credit 
shall be given to any member. 

Q. Does he give a promissory note? 

A. Yes; if the security given is in the form of a guaran- 
tee by another man, then he writes out a form and signs 
it. The obligation is for three years or five years and 
stipulates that he pay certain rates. 

Q. Will these societies extend credit to a member with- 
out guarantee or collateral? 

A. In the agricultural districts they will accept a 
Schuldschetn, or promissory note, for small amounts, 
but in the cities they usually discount a bill. Bills are 
also used in the agricultural districts, and the tendency 
is to discontinue the use of the Schuldschein. 

Q. About what is the average number of members 
belonging to the Raiffeisen societies? 

A. Between fifty and a hundred in agricultural districts, 
and in towns several hundreds. 

Q. Is the par value of the stock the same in each“ 
society ? 

A. It differs. In agricultural districts the par of each 
share is from 10 marks upward; in towns about 300 marks. 
In societies with unlimited obligation the share of each 
member is the same, and in societies with limited obli- 
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gation the nominal amount of the share is also the same, 
but each member is allowed to have more than one share. 

Q. That is, members may own but one share in unlimited 
societies and more in limited? 

A. Yes. Every man becoming a member has to sub- 
scribe for a certain amount of stock. 

Q. Is the stock in the form of a certificate? 

A. Yes; on the certificate is stated how much he has 
paid. 

Q. The stockholders of these societies meet once a year? 

A. At least once; frequently twice a year. 

Q. And at the annual meeting they elect the manage- 
ment for the ensuing year? 

Bi Ves, 

Q. We understand the management of each society in 
the Raiffeisen system consists of a president, cashier, and 
three other members who serve without compensation. 

A. The cashiers receive a salary because they devote 
all their time to the business; the others do not. This is 
not the plan of the Schulze-Delitsch system. 

Q. What class of men would be selected in an agricul- 
tural district to be president and directors? 

A. They are selected from among the members and 
generally are, of course, the more important men of the 
township—the best men they can find. 

Q. You mean, for instance, they would take a practical 
farmer? 

A. Yes; or mechanics, teachers, or preachers. 

Q. Does the business occupy the entire time of the 
president? 

A. Not generally all his time. That also depends upon 
the amount of business they do. In larger societies one 
or two men devote all their time. 
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Q. Will you explain why an important farmer in a 
community would accept the position of president, the 
duties of which might require his entire time, and this 
without compensation? 

A. As with a teacher and preacher, there is an ideal 
feeling, a social feeling. We frequently do things for 
which we are not paid. 

Q. He is prompted by philanthropic motives? 

A. Yes. Something which will be difficult for you 
Americans to understand. 

Q. Your statement shows three kinds of deposits— 
deposits of banks and bankers, current accounts, and 
deposits strictly so called. How do these items differ? 

A. The first are loans received from banks and bank- 
ers, taken in the open market, generally call money, 
and at the rate of interest for call money. The next is 
current accounts. These are moneys received from 
unions, upon which interest is paid dependent on the 
bank rate. The maximum rate for them is 3 per cent. 
The third kind, deposits strictly so called, are received 
from individuals, savings banks, guardians, church corpo- 
rations, municipalities, and so on. 

Q. About how many associations form a union? 

A. At least seven; sometimes several thousand. It 
depends upon circumstances. We are doing business 
with 54 unions, and these 54 are formed by 15,000 
societies. The whole number of members of these 15,000 
societies doing business with the bank is one and one- 
half millions. 

Q. What amount of credit is given by the societies? 

A. The societies doing business with this bank have 
received deposits from their members to the amount of 
one milliard marks—$250,000,000. From this one mil- 
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liard they have given credits to their members to the 
extent of 600,000,000 marks in the same localities where 
the deposits were received, and the rest they have de- 
posited with the unions, which have given credits from 
these 400,000,000 marks to other societies where more 
credit is needed. 

Q. Our understanding is that this bank deals directly 
with the unions? 

A. Yes; and not with the associations. 

Q. And the advances made by it are made to the unions? 

A. Yes; without collateral. 

Q. To what extent will you advance loans to a union? 

A. This bank will not advance to a union an amount 
exceeding 74 per cent of the estimated worth of the indi- 
vidual members of the societies comprising the union. 

Q. To what extent may a union advance credit to the 
societies? 

A. The amount of credit which a union can lend toa 
society is only fixed by the limit drawn by the general 
meeting of the union, according to § 35 of the Genossen- 
schaft law. This is an amount ordinarily far less than 
the aggregated liability of the members. 

Q. What is the maximum amount of credit which may 
be granted by a society to one of its members? 

A. It is not limited. 

Q. I thought you said it was limited by the value of 
his estate. 

A. Yes, generally, but they may give credit to a man 
who has no fortune at all. 

Q. The amount of accommodation extended to a mem- 
ber is usually predicated upon the amount of his fortune? 

A. It might be three times his fortune. 

Q. How is the union organized? 
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A. The management is the same as with the society. 
A president, cashier, and a board of supervision. The 
president of each society is a representative from that 
society to the union. The members of the union are the 
societies. Each society sends representatives to the annual 
meeting, and these representatives select and choose the 
managers of the union. 

Q. And also the board of supervisors? 

A. Ves. 

Q. Do the officers of the union work without salary? 

A. Yes, just as those of the society; but in every union 
bureau of any importance at least one of the managers 
is paid. 

Q. And the amount of capital of these various unions 
differ? 

A. Yes. 

Q. The capital is subscribed in cash by the different 
societies, who own and vote the stock? 

A. Each society has one vote, and they own the stock. 

Q. About what is the average amount of capital of the 
unions? 

A. Several hundred thousand marks. The tendency 
is toincrease. Some have a million marks. 

Q. The bills which you hold to the extent of 36,000,000 
marks are rediscounted for the unions? 

A Ses. 

Q. In addition you have purchased bills in the open 
market of 18,000,000 marks? 

ee Cs: 

Q. You also show 49,000,000 marks of securities; 
nearly one-third of your assets? 
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A. We invest our capital in securities which we can use 
as collateral for credit with the Reichsbank. The sum is 
about equal to our capital. 

Q. Is this bank restricted in any way as to the character 
of investments it may make? 

A. We do not buy securities which would not be ac- 
cepted by the Reichsbank. We are not restricted as to 
the bills which we take from the unions. 
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Q. When were the first of your cooperative societies 
organized? 

A. In 1848. They were organized on a voluntary 
basis and for philanthropic purposes. It was five years 
later that Doctor Schulze took charge and brought them 
together into one common organization; that is to say, 
each of the cooperative societies remained independent, 
but they together formed a union. The principle upon 
which the Schulze-Delitzsch institutions were founded was - 
that the small tradesmen could buy more advantageously 
if they formed an association to buy together. Artisans 
in the same line would buy raw material jointly. That 
was one advantage of forming such a society, and the 
other advantage was that by forming a society in which 
every member was liable for the entire indebtedness of 
the association each member could better secure the 
necessary credit for his business than if he stood alone. 

Q. When they were organized was it in one commu- 
nity—in one small town? 

A. Of course they started in one place. They were first 
organized in a town called Delitzsch; the name of Schulze- 
Delitzsch comes from this town and the organizer of the” 
common society, Doctor Schulze, who was afterwards 
known as Schulze-Delitzsch. | 

Q. And then from this first organization others devel- 
oped in other localities? 

A. Yes; they developed very rapidly. The first cooper- 
ative society in Delitzsch was founded for the purpose of 
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purchasing merchandise. Afterwards they formed other 
societies not only for purchase, but for production and 
for sale. The first form which developed was for the pur- 
chase of means of subsistence, such as sugar, coffee, grain, 
wine, cigars, etc. Then they bought agricultural ma- 
chinery, threshing machines, etc., which they would rent 
to small farmers in the country who could not purchase 
such machinery. They also formed societies to build 
houses for peasants and working people. 

Q. Were these several different societies? 

A. All different societies. Each society had a special 
scope, but all founded on the basis of Schulze-Delitzsch 
that each member should be liable for all the liabilities of 
the society, which gave the societies a high standing 
and credit. 

Q. Are we to understand that there might be six or 
seven societies in one town? 

A. There might be six or seven with different purposes. 
Later on Schulze-Delitzsch came to the conclusion that it 
would serve working people and small tradesmen to have 
cooperative societies founded simply for the purpose of 
extending credit to them. That was the last development 
in the system. The system was the same—all members 
were liable. Originally each share was for 500 marks and 
everyone who wanted to become a member had to buy 
a share. Originally there was no law for such societies, 
but later on a law was passed to the effect that the society 
could not be formed by less than seven members. ‘The 
people who established these societies to extend credit to 
working people often did not want credit themselves, but 
paid in their 500 marks out of local patriotism or 
enthusiasm for the idea, but of course anyone subscrib- 
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ing 500 marks became a member of the society and 
became liable Yor every penny he possessed. 

Q. Did all societies located in the same town have the 
same capitalization, and was each member required to 
pay in the 500 marks, although he belonged to three or 
four of the societies? 

A. It did not very often happen that the same person 
belonged to more than one society. There might have 
been several such cooperative societies in one town, but 
not usually, because these cooperative societies were, 
first of all, founded in the smaller places, and it was 
frequently the case that the business of a town would be 
confined to one industry. So it: very seldom happened 
that more than one such association was necessary. The 
important principle of the Schulze-Delitzsch organization 
was the unlimited liability of its members, because it 
induced people of these localities, like physicians or 
professors, schoolmasters, and so on, who did not want 
any credit, to bring in their savings. The unlimited 
liability of the members gave them a proper guaran- 
tee, and in that way the society found the necessary 
means for giving credit, although its capital was very 
limited. 

Q. They were organized on a principle similar to some of 
the Lloyds of to-day? 

A. Yes; upon that principle. It was only after many 
years that Schulze-Delitzsch societies succeeded in get- 
ting a legal foundation. He started in the middle of the 
fifties, and it was only in the seventies that he succeeded 
in getting a federal law for such societies. 

Q. Have the organizations a special charter? 

A. No; they are organized under the federal law; it is 
part of our general commercial code. 
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Q. That law applies not only to the Schulze-Delitzsch 
societies but also to the other cooperative societies? 

A. It applies to all. The unlimited liability plan was 
the original plan, but later on they founded societies with 
limited liability. 

Q. Can you state when? 

A. In 1889. The liability was not limited to the amount 
of capital shares. It is the same plan as of the Canadian 
banks or of your national banks. For instance, in Canada 
each man owning $100 worth of stock is liable for another 
hundred dollars. It was something like that system, not 
exactly the same. It differed in each society. In one 
society the share would be roo marks, and the liability 
would be fixed at 100 marks, or it might be 700 or 1,000, 
Of course the introduction of cooperative societies with 
limited liability gave the members a great advantage and 
they would more readily invest in such a society. Under 
the unlimited liability one man can own only one share, 
but under the limited liability one man could own many 
shares. Mr. Raiffeisen was the next man to organize 
cooperative societies, but on a somewhat different plan. 
His idea was to have the State a participant. 

Q. When did he appear on the scene? 

A. About the end of the fifties. Schulze-Delitzsch was 
opposed to the Raiffeisen idea because he feared that the 
members of the society might lose control. It was 
evident to him that a state which supplies money might 
secure control and use the society for purposes of its 
own. His idea was that the society could only be founded 
on a basis of self-control and self-responsibility ; personally 
I agree with him. He endeavored to get people of differ- 
ent professions and occupations in a locality into the same 
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society, thinking in that way to minimize the risk. By 
covering various occupations the society was stronger and 
not as susceptible to unfavorable conditions in any particu- 
lar line. Raiffeisen wanted small societies organized in 
every small community, which often meant that only one 
occupation was represented in the society, and here 
there was no division of risks. His organization some- 
times included no more than 15 or 20 members. Schulze 
favored larger societies. Another difference was that 
Schulze wanted to have all of the capital paid in at once. 
Raiffeisen had the idea of payments in easy installments. 
The officers of Schulze’s societies were paid; Raiffeisen 
wanted them to serve from motives of patriotism. Schulze 
wanted loans to be extended for short periods only (say 
three months or so); Raiffeisen was willing to have credit 
granted for a number of years. 

Q. For what periods would the Schulze-Delitzsch soci- 
eties loan money? 

A. Usually three months. Of course they could renew 
the loans, but the idea was that they should always keep 
close watch over their credits. In that way agreat many of 
these cooperative societies developed into what are called 
“popular banks.” You will find, for instance, in Switzer- 
land a great many societies that were founded on the coop- 
erative society’s plan are now called banks. They also 
have branches. 

Q. Is that also true here in Germany? 

AT Ves: 

Q. Do these banks receive deposits from anybody? 

A. They may receive deposits from anybody. ‘They 
may also do business with people other than their mem- 
bers, but are only allowed toextend credit to their members. 

The organization of these different companies into one 
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great society was prompted by the belief that there should 
be an interchange of views, giving to each the benefit of the 
experience of the others, and therefore was instituted 
the plan for a general meeting every year of the heads 
of the different institutions for the purpose of keeping in 
touch with each other. When the central society became 
too large the different provinces formed different main so- 
cieties, and each main society had a manager with the title 
of director. 

The directors of all the provincial main societies formed 
a board who elected a president of the whole organization. 
The first president was Schulze-Delitzsch. Doctor Criiger 
is president now. 

As the number of Schulze-Delitzsch societies increased 
the volume of business interchanged between them became 
more and more important. They always endeavored to 
cooperate and work together to facilitate the large exchange 
and transfer of business. In consequence the idea finally 
resulted of establishing a central bank which would act as 
an agent and clearing house for the various societies and 
facilitate their business, and the Deutsche Genossenschafts- 
bank was therefore organized and located first in Frank- 
fort and then in Berlin. You understand that all this 
happened before the establishment of the Reichsbank. 
The various societies became correspondents of the 
Deutsche Genossenschaftsbank, deposited funds with it, 
and invested a large part of their surplus funds through 
it. Though a large part of the stock was owned by the 
different societies, it was also owned by other institutions 
and individuals who were not members of the Schulze- 
Delitzsch societies. The bank was incorporated under 
our general companies law, the shareholders having no 
liability beyond the amount invested in the shares. The 
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capital of the bank was 36,000,000 marks—$g,000,000. 
In 1904 this bank was absorbed by the Dresdner Bank, 
which gave its own stock in exchange for the stock of the 
Deutsche Genossenschaftsbank. The Dresdner Bank now 
acts as the agent and clearing house in Berlin of the various 
Schulze-Delitzsch societies. 

It was a principle of the Deutsche Genossenschafts- 
bank and is now a principle of the Dresdner Bank to deal 
directly with each of the Schulze-Delitzsch societies. 
Under the Raiffeisen system the various societies in 
each province of Prussia have organized a main or head 
society, with which they correspond and through which 
they clear their business. The head societies in the va- 
rious provinces transact their business through the Preus- 
sische Central-Genossenschafts- Kasse in Berlin, which 
does not deal directly with the individual societies through- 
out the State. Under this system each society is liable 
for all the liabilities of every society located within the 
Province, so that in dealing with the head societies the 
Preussische Central-Genossenschafts-Kasse has the joint 
guarantee of all the societies located within the province. 
We think that the Schulze-Delitzsch plan gives greater 
security to the central institution, for it induces the cen- 
tral institution to look with greater care to the conduct 
of each society with which it deals. 

Q. How many different kinds of cooperative societies 
are there in Germany? 

A. It is very difficult to classify them. The Raiffeisen 
Genossenschaften are confined to Prussia. There are other 
organizations in Saxony, Bavaria, and different States 
in Germany. They are not always known as Genossen- 
schaften. Some of them are called banks, Volksbanken, 
Kredit-Vereine, Vorschuss-Vereine, but under our law 
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they are required to print below their firm name the 
words ‘‘Eingetragene Genossnschajt.’’ It may be in small 
letters in the corner, but it must be added. 

Q. How do you account for the run which occurred on 
the Friedrichsberg Bank the other day? 

A. This institution received deposits from the public 
generally. Some of the depositors, for some reasons, 
became concerned, and as a result a run was started. As 
a matter of fact, that society had 2,000 members, each of 
whom was liable for the entire liabilities of the bank, which 
made the institution secure beyond question, but this fact 
was not appreciated when the run was started. There 
was not and could not have been a loss to the depositors. 

Q. These societies are located all over Germany, in 
large cities, small towns—towns of three or four hundred 
inhabitants? 

Amal eS. 

Q. Are they independently governed or are they gov- 
erned by a main association? 

A. There is no special organization for supervision of 
these societies. They are quite independent. The Ver- 
band or union is only formed to give them counsel rela- 
tive to business, but it has no executive power. 

Q. The stockholders meet and elect officers and man- 
agers, as they do in any other banking corporation? 

Doon 8. 

Q. Will you kindly inform us as to the kind of business 
they do? 

A. The general purpose is to make loans to the members 
of the society. 

Q. They, in fact, do a regular banking business? 

A. Yes; most of them. 

Q. Do any of them loan to others than members? 


459 


National Monetary Commission 


A. No; theysonly lend to members. They give credits 
only to members. 

Q. What class of paper do they take in making advances? 

A. They make loans in the form of cash advances, or 
in the form of discounting bills of exchange. 

Q. By cash advances you mean cash credits? 

A. Yes; they give cash against the obligation of their 
members. 

Q. Is it similar to the Scotch system? 

A. Yes; somewhat. You must not forget that in 
most cases the amounts involved are small. For instance, 
a member may want to borrow 500 marks. He wants it 
all immediately. He goes to the society and draws the 
500 marks in cash. Usually if the society gives a credit 
of 10,000 marks to one of its members the money will 
be drawn as needed. 

Q. How are these advances secured? 

A. Mostly either by a guarantee of another member of 
responsibility, or by indorsement, or by a mortgage as 
collateral. 

Q. They will take two-named paper? 

A. Yes. They may buy single-name paper, or extend 
cash credits against single-named obligation, with security 
of mortgage. 

Q. You now refer only to the Schulze-Delitzsch societies? 

Be Ves! 

Q. Are these societies under government supervision? 

A. The law required that these societies should be 
examined every two years by the auditors of the various 
States in which they are located. The Schulze-Delitsch 
societies had a system of audit which was made inde- 
pendently of that required by law and which was s0 satis- 
factorily conducted that the State accepted their audit 
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and abandoned its own. Whenever a society applies 
for credit it always sends a copy of the auditor’s last 
report. A report of these societies is now being prepared 
and will be ready within a few days. 

Q. Does this report cover all societies, or only the 
Schulze-Delitzsch? 

A. It covers them all. 

Q. Can you give us some recent statistics? 

A. At the end of the year 1906 there were in the Em- 
pire a total of 15,000 of these societies. Of this number, 
1,000 were Schulze-Delitzsch. The membership was 
1,800,000, of which 600,000 belonged to the Schulze- 
Delitzsch societies. The paid-in capital amounted to 
233,000,000 marks, of which the Schulze-Delitzsch socie- 
ties have 180,000,000 marks. The surplus funds of the 
societies are 116,000,000 marks, of which the Schulze- 
Delitzsch have 72,000,000 marks. The total deposits 
were 2,335,000,000 marks, of which the Schulze-Delitzsch 
had 950,000,000 marks. You will notice that the Schulze- 
Delitzsch had 66 per cent of all the societies, 33 per cent 
of the members, 75 per cent of the capital, 62 per cent of 
the surplus, and 4o per cent of the deposits. 


STATEMENT. 
Marks. Dollars. 
Capitalist ees ere oe eens Se ea eee 233,000,000 58, 250, 000 
Sufolus: <5 e- sok he odeec eee se ee hg Ae 116, 000, 000 29,000,000 
Weposite.= 2, he ee ein Sm ees 2, 335,000,000 | 584,000, 000 
Billsiand accounts ssn se Se ce eee I, 000,000,000 |} 250,000, 000 
Discounticreditss 202 saese soe eee See ae 970,000,000 | 242,000,000 
Openvcredits: 225-2 =. Bose ee eee eee eee I40, 000, 000 35,000, 000 
ROSE A CCN ee eee St ee ine ee = 36, 000, 000 9,000,000 


Q. You show 1,000,000,000 marks classed as single- 
name and credit accounts? 

A. Yes. Of that amount, 800,000,000 marks are con- 
stituted of advances made on paper, some of which may 
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be single name> but all of which are secured or guaranteed; 
200,000,000 marks are composed of open credits and in 
form not negotiable; 800,000,000 marks are negotiable 
but not of a character which are usually sold or borrowed 
upon. 

Q. You show 970,000,000 marks which are classed as 
discount credits. Will you kindly describe their character? 

A. That item is made up of negotiable paper of at least 
two and usually three good names, and of such a class as 
would be accepted by the Reichsbank, and is of higher 
class than the other paper mentioned. In the great 
majority of cases they are drawn against merchandise 
in the course of regular business, and are therefore called 
“bills of exchange.”’ 

Q. Will you kindly describe the item open credits and 
accounts current (Konto-Korrent), 140,000,000 marks? 

A. These do not differ materially in character from the 
item 200,000,000 marks, except that it is in the form of an 
open credit advance for no fixed term. 

Q. Do these societies purchase securities? 

A. Yes; both for investments on their own account and 
for their members. 

Q. Are they represented on the stock exchange? 

A. No; they are represented through the Dresdner Bank, 
which executes orders for them amounting each year to an 
aggregate of 80,000,000 marks. 

Q. About what would be the average size of the advances 
made by the Schulze-Delitzsch societies? 

A. We can not give you an average. They discount 
amounts as low as 20 marks and as high as, perhaps, 
200,000 marks. 
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Q. Have you statistics showing the total liability of the 
hareholders? 

A. No. 

Q. Have you any figures showing the number of cus- 
tomers? 

A. About corresponding to the number of members, be- 
cause the member at the same time is a customer. 

Q. But there are many customers who are not mem- 
bers? 

A. There are not many. 

Q. Deposits are received from other than customers, 
but no advances are made? 

A. Credits are only extended to members. 

Q. Do the societies transfer and make exchanges be- 
tween themselves, or is that business now done through 
the Dresdner Bank? 

A. I think the bulk of that business is done through 
the Dresdner Bank. They also correspond with each 
other, of course; for instance, a society with surplus funds 
will sometimes discount bills for another society in need 
of funds. The Schulze-Delitzsch societies are not obliged 
to deal with the Dresdner Bank, while, on the other 
hand, the Centrai-Genossenschafts-Kasse makes it a con- 
dition that the societies of their system deal exclusively 
with them. The Dresdner Bank do not so require, but 
we of course prefer to have them deal directly with it and 
not purchase bills from each other. 

Q. What are the relations between the Schulze- 
Delitzsch societies and the Reichsbank? 

A. The societies have a direct account with the 
Reichsbank. 

Q. The attitude of the Reichsbank is the same toward 
them as toward any other bank? 
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A. Yes; and their bills are frequently offered and 
taken by the Reichsbank the same as from other institu- 
tions. 

Q. Have you figures showing the cash reserve of the 
associations? 

A. No; there are no figures showing that. 

Q. Do they carry their reserve with the Reichsbank or 
with the Dresdner Bank? 

A. Principally with the Dresdner Bank, because they 
get interest upon it. 

Q. Have you any idea of the amount of cash on hand? 

JNO: , 

Q. It is probably a very small figure? 

A. As anormal figure we may state that the societies 
all together have with the Dresdner Bank a credit balance 
of about 10 to 12 million marks, but that is their main cash 
reserve. 

Q. You state that they carry balances at the Reichsbank, 

A. I think these would not prove very important. 
The Reichsbank does not allow interest. 

Q. Then they figure their first-class bills as a part of 
their reserve; at least they so regard it. 

A. They have first-class bills, but their amount also is 
not important. 

Q. Here is a society with 2,335,000,000 marks deposits 
and with perhaps 12,000,000 marks of cash reserve in the 
Dresdner Bank. They must either have some other re- 
serve or a reasonably fair percentage of liquid assets. 

A. The Dresdner Bank allows a credit to some of the 
societies of 200,000 or 300,000 marks. That is to say, 
when they want it they can send to the Dresdner Bank 
200,000 or 300,000 marks of their bills against cash, and 
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besides the credit with the Dresdner Bank they have also 
credit with the Reichsbank. 

Q. Do they pay interest on deposits? 

ALUV es: 

Q. About what rate? 

A. They pay an average of 4 per cent, which may be 
considered as an almost permanent rate. The money they 
get is in most cases money for along period. They have to 
compete with the savings banks. 

Q. Do they distinguish between time deposits and cur- 
rent accounts? 

A. Yes, they do; but most of them have time deposits. 
Perhaps 60 per cent on time. 

Q. What rates are charged on the advances made? Are 
they governed by the bank rate or are they quite inde- 
pendent of that? ! 

A. As the purpose of these societies is not to make 
money, but to benefit their members, they make advances 
at a comparatively low rate, in small places usually at 
the bank rate, but in larger places they sometimes take 1 
per cent over the bank rate, even more, but you may 
take it as a whole that all these advances are given at a. 
rather low rate. 

Q. But if they pay 4 per cent on their deposits and loan 
their money at a comparatively low rate, they would lose 
in the way of the expense of operation. 

A. They charge some of their customers a percentage on 
the turnover or a fixed sum for the transaction of their 
business. 

Q. What dividends are paid? 

A. Small dividends. On the average, 5 percent on the 
capital. Of course in some societies they would pay more 
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and in others less. As these societies are managed inde- 
pendently and separately, one may have an advantage 


which the other will not have. 
Q. In the city they discount at higher rates than in the 


country? 

A. In large places they discount at higher rates. They 
loan for considerably less in the smaller towns than they 
do in the large cities. The loans against collateral may 
be at lower rates than those given by the Reichsbank, but 
in the city their rate would be higher than the Reichsbank. 

Q. Here in Berlin? 

AsiVes, 

Q. Are the small societies at all in competition with the 
Reichsbank, where they have a branch? 

A. No. There is no competition. They do a business 
which the Reichsbank would not do. They give credit to 
people who would not suit the Reichsbank, because they 
could not give the guarantee. 

Q. Are they restricted in any degree as to the character 
of loans they may make? 

A. The members fix at their meeting the highest sum of 
credit which may be allowed to any other member. 

Q. How many directors are there in each board? 

A. They must have at least two managers. They have 
also a board of supervision, which is not restricted in 
number, perhaps five or six. They try to have as many 
as possible. ~* 

Q. They are elected by the stockholders for one year? 

A. For four or five years. There is no special stipula- 
tion in the law. In small places they elect men of the 
best judgment and information about the solvency and 
trustworthiness of the members who want credit. In the 
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larger places they sometimes form corporations more for 
the purpose of making money. 

Q. We understand that they handle a smaller class of 
business than the banks generally, and that it is not of as 
high character. 

A. Yes; the expenses are higher and the bills are not 
quite as good. 

Q. There are 150 cooperative societies of all classes in 
Berlir alone? 

A. Yes; there are some very good and of high standing, 
and some which have no standing at all. 

Q. These societies are more of a factor in the country 
than in the city, are they not? 

A. Yes; because the possibility of getting credit is not 
so great in the country as in large communities. There 
are societies in places of 200 or 300 inhabitants. 

Q. You state that in the country they lend for com- 
paratively lower rates, compared with the Reichsbank 
or with whom? 

A. Compared with societies in larger places. 

Q. You would state that these cooperative credit insti- 
tutions are not a factor in the city? 

A. No; not in important cities. 

Q. What taxes do they have to pay? 

A. The income tax is levied on the same basis as for the 
banks. The commercial tax is not to be paid by socie- 
ties when they only receive deposits from members, but 
as soon as their circle of clients includes other than mem- 
bers they have to pay the tax. It is not very high com- 
pared with the income tax. 

Q. Do you mean they keep a certain account of those 
with whom they deal, who are not members, and make a 
return on that business to the Government? 
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A. No. Ag far as they restrict their business abso- 
lutely to members they do not have to pay that tax, but 
as soon as they do business with others they have to pay 
that tax for the entire business. 

Q. But they do pay the income tax? 

Al Yes: 

Q. Have they a pension system? 

A. They have pensions for widows and orphans. As I 
told you, we are probably going to have a law abcut the 
pension funds. 

Q. In what respect does the character of the business 
done by the association differ from that of any other 
commercial bank in Germany? 

A. There is no difference at all. 

Q. Are there many private banks in the smaller cities 
of fifteen or twenty thousand inhabitants, or would these 
societies handle all the business? 

A. That depends upon the character. In the smaller 
towns more of the business will be done by these societies. 

Q. You have 15,000 of these credit societies. Do 
they cover the entire field of banking in the country? 

A. A very large part of it. 
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KUR- UND NEUMARKISCHES RITTERSCHAFT- 
LICHES KREDIT INSTITUT, BRANDENBURGER 
KREDIT INSTITUT, CENTRAL LANDSCHAFT, 
KUR- UND NEUMARKISCHE RITTERSCHAFT- 
LICHE DARLEHNS KASSE. 


Interview with Herr Geheimrat Heintze, President. 


The Kur- und Neumarkisches Kredit Institut has three 
departments, the first, the Ritterschaftliche, which is for 
the large land proprietors only and was founded by 
Frederick the Great in 1777. The second, the Branden- 
burger, or peasants’ department, which was founded in 
1860. The third, the Ritterschaftliche Darlehns Kasse, 
which does a regular banking business. All these insti- 
tutions are affiliated with the Central Landschaft, which 
is their head. The Central Landschaft was founded for 
the purpose of issuing bonds which are covered by mort- 
gages taken by the first and second departments and also 
by some other issuing Landschaften. 

Q. Where is the Central Landschaft located? 

A. In this building. It is under our management. 

Q. We will consider the corporation which comprises a 
department for loans to large landowners. What is the 
capital stock of this company? 

A. Seven million marks. They received 20,000 thalers 
rom Frederick the Great, which was the first capital. 
The present capital represents that sum with profits, there 
having been no additional amounts paid in. This does 
not include our real estate. We have offices in various 
German cities, the value of which aggregates about 
4,000,000 marks, making 11,000,00c marks altogether. 


469 


National Monetary Commission 


Q. Who owns this company? 

A. It is an association of landowners. 

Q. How many members are there? 

A. About a thousand. 

Q. Each member has a specified monetary interest in 
the corporation? 

A. These one thousand persons have not a direct 
interest, they are really in possession of the company, 
but in case it should be dissolved the question would 
arise whether or not they are entitled to the capital. 
You must make a difference between the companies 
which are actually owned and those controlled by the 
State. This one is controlled by the State, which con- 
trol may be exercised by the President of the Province of 
Brandenburg—that is, this Province—and by the Prus- 
sian Minister of Agriculture, who presides at the meetings 
of this company. 

Q. What becomes of the profits realized in the business? 

A. They are added to the capital of the company. 

Q. What benefit does a man receive in becoming a 
member of this association? 

A. The first benefit is that he gets from us very cheap 
money. We give him bonds at 3, 34, or 4 per cent, de- 
pending upon the money market. We do not charge 
the landowner for our service but only for the money. 
We can not call the loan that we make to him. ‘That is 
another advantage he has. He can choose whether he 
wants to pay 3, 34, or 4 per cent. 

Q. How does the landowner obtain money through 
this institution? 

A. Well, it is somewhat similar to the course followed 
by the Preussische-Central-Bodenkredit-Gesellschaft. The 
landed proprietor comes and asks for a loan, then the 
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appraisement is made, and then we give him bonds for 
two-thirds of the actual value, receiving from him the 
mortgage on his property which is held as collateral for 
the bond. 

Q. And he then sells the bond in the market? 

A. Yes; or through the Darlehns Kasse. The differ- 
ence between the Hypotheken Bank and the Ritterschaft . 
is that the Ritterschaft gives him its bond in exchange 
for the mortgage and lets him market it himself, while 
the Hypotheken Bank gives him cash and issues and 
markets its own bonds independently. 

Q. Will you tell me why a man should elect to take a 
bond bearing a rate of less than 4 per cent when he can 
get a 4 per cent bond? The company itself has to pay 
the interest on that bond? 

A. Yes; the company pays the interest on the bond, 
but the borrower pays on his mortgage the same rate 
which the bond bears; it is therefore simply a question of 
amortization. 

Q. About what rate does he pay? 

A. Say he pays 3 per cent on the bonds, he also has to 
pay one-half per cent for the amortization, but this one- 
half per cent does not go to the company; it goes toa 
credit which is placed for him in the books of the company 
which is used for the amortization. 

Q. Is the amortization always one-half per cent? 

A. The one-half per cent is for all those proprietors who 
have not taken a mortgage for the full two-thirds value, 
but only one-half. In case they wish a full two-thirds 
mortgage they have to pay an additional 1 per cent 
amortization for the amount in excess of the one-half 
value. 

Q. Has a member no other advantages? 
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A. If the Darlehns Kasse—that is, the cash department 
of the institution—has large profits, the company has the 
option to say, for instance, that they will give 300,000 
marks to the 1,000 persons who are interested in the insti- 
tution, said sum being prorated and added to the amorti- 
zation balances of the members. 

Q. Is that the maximum amount which may be divided? 

A. No; that is only an arbitrary amount. It depends 
upon the prosperity of the company. Since the founding 
of the company 3,000,000 marks have been used for that 
purpose. 

Q. If I understand it correctly, it amounts to this: If 
the company has had a prosperous year they may set aside 
from their profits such an amount as they see fit for the 
benefit of their members, crediting their amortization bal- 
ances. 

Tk NER 

Q. How does the company make a profit? 

A. We make no profit whatsoever in this department. 
The only profit is the interest on our capital. 

Q. How do you provide for operating expenses, salaries, 
and the like? 

A. The interest of the capital, 7,000,000 marks. 

Q. Does an individual, becoming a member, have to pay 
any fee? 

Aso; 

Q. Anybody can become a member by borrowing from 
the institution? 

aes. 

Q. Are there any members of this institution who are 
not borrowers? 

A. No; if the people do not borrow they do not become 
members. 
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Q. If a man becomes a member of this institution he 
has some claim upon the assets of the association. If he 
pays off his obligation, does he then cease to be a member? 

A. At once. 

Q. Ifa landowner wants to borrow money he comes here 
and makes an application. If his application is granted 
that transaction constitutes him a member of this associa- 
tion? 

A. Yes; absolutely. When he has paid the obligation 
everything ceases. 

Q. Does the borrower have no expenses whatever to 
pay? 

A. To the man who appraises his property he has to pay 
the traveling expenses and a small fee for appraising the 
property. 

Q. Are there any other expenses besides appraising the 
estate? 

A. Yes; for the document which is drawn up he has to 
pay 3 marks. ‘That is all. 

Q. You made the statement that the original amount 
invested in this company was 20,000 thalers, and that it 
had accumulated from profits to 7,000,000 marks. How 
do you reconcile that with the statement that there is no 
profit? 

A. Well, there is no profit to the credit institution. All 
the profit comes from the Darlehns Kasse, which does a 
regular banking business. They, for instance, issue letters 
of credit and do a foreign exchange business. 

Q. I understand the corporation of which we have been 
speaking is merely a corporation for the purpose of making 
mortgages on large land estates and issuing their bond 
therefor, and is in no other sense a financial corporation. 


A. Yes; that is correct. 
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Q. What are’the liabilities of the members of the associa- 
tion? 

A. They have no liabilities beyond those mentioned, 
viz, payment of money borrowed, interest, and amortiza- 
tion. 

Q. In other words, the member has no liability beyond 
the repayment of the money he borrows. 

A. None whatsoever. 

Q. Why should not everyone desiring to borrow money 
become a member of this institution? 

A. Many go to other institutions for the reason that 
they can not get enough from us. 

Q. How much money is now loaned by this company 
on farm lands? 

A. 191,000,000 marks, on December 31, 1907. 

Q. The amount of bonds issued by this company cor- 
responds exactly with the amount of mortgages held by 
them? 

eA eS: 

Q. According to the statement, the amount advanced 
to each borrower would average 190,000 marks. Is that 
about the average? . 

A. Yes; that would be about the average. 

Q. How small an amount would you loan? 

A. It is not fixed, but practically about 50,000 marks 
for the Ritterschaften. 

Q. About what is the maximum? 

A. About 1,000,000 marks. 

Q. And these loans are confined entirely to landed es- 
tates? 

A. Yes; only great land estates. 

Q. Is there any limit to the total amount you may loan? 

A. No limit whatever. . ; 
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Q. Are all the mortgages held as collateral for any and 
all of the bonds issued by the bank? 

A. Yes: 

Q. These mortgages are not deposited with the State 
Controller as in the case of the Pfandbrief Bank? 

A. No; they are held here. The State has nothing to 
do with it. 

Q. You state that all the directors must ‘be interested 
in the company. Do they have any financial liability? 

A. No, they are only chosen from land proprietors. 

Q. Is there any significance in the difference you make 
between the different kinds of Pfandbriefe? There are old 
Pfandbriefe, new Pfandbriefe, and central Pfandbriefe. 

A. The old Pfandbriefe are issued on a particular prop- 
erty, and bear its name. For instance, a mortgage is 
given, say, upon the estate of Mr. von Btilow, the name of 
which is Btlow Grounds. The bonds issued against this 
mortgage would be called Biilow Grounds bonds. 

Q. The old bonds were issued on the mortgage of special 
property; how long did that practice continue? 

A. Until 1858. 

Q. What were the new ones? 

A. Before 1858 the debt was simply inscribed in the 
official book, and against this debt the bonds were 
issued, naming the individual property. And after 1858 
the bonds were issued against the aggregate amount of 
mortgages in this institution. 

Q. What are the Central bonds? 

A. The Central bonds are issued by the Central Land- 
schaft, an institution of which this company is a member, 
and whose head office is here. All the bonds to-day are 
issued by the Central Landschaft for all the different Land- 
schaften and Ritterschaften. In 1873 we gave up the 
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Kur- und Neumarkische Pfandbrief because the market 
was rather limited, and all the similar institutions were 
combined in this Central Landschaft, and now only 
these bonds are issued. That was because there was a 
large foreign market for these bonds. Many are sold in 
Holland and elsewhere abroad. 

Q. Are all the Landschaften of Prussia members of the 
Central Landschaft? 

A. With the exception of Silesia, East Prussia, and 
Posen all the Landschaften are members. 


Q. Are all the Landschaften which belong to the 
Central Landschaft jointly responsible for all bonds issued 


by that institution? 

A. Yes, they are all held responsible. 

Q. How many Landschatten form the Central Land- 
schaft? 

A. Eight. 

Q. Are the bonds of which we have been speaking as 
being issued by this company issued by the Central 
Landschaft or by this company? Do they bear the name 
of this company or the Central Landschaft? 

A. Practically only Central Landschaft Pfandbriefe are 
issued, but there are a few people who prefer our own 
issues out of tradition. To-day there are outstanding 
about 3,000,000 marks of the old bonds, 15,000,000 
marks of the new Kur- und Neumarkische bonds, and 
171,000,000 marks of the Central Landschaft bonds. In 
all, 190,000,000 marks. 

Q. Can you state the amount of bonds issued by the 
Central Landschaft? 

A. 426,000,000 marks. 

Q. Then this company has issued nearly half of the 
total amount? = * : 
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A. Yes; that is right. 

Q. Are these bonds traded in on the market as freely 
as the bonds issued by the mortgage banks? 

A.*Yes:. 

Q. Take bonds with the same maturity and bearing 
the same rate of interest, how would yours compare in 
price with theirs? 

A. Ours rule about 1 per cent higher than those of the 
other mortgage banks, but our bonds generally rule 
about 1 per cent below Imperial and Prussian issues of 
the same rate. 

Q. Do you find it necessary to make many foreclosures 
or take over property? 

A. It is the principle not to sell property in arrears, 
but to conserve it for the family of the landed proprietor; 
sometimes we keep it for them for twenty-five years. 
Last year we foreclosed on five estates amounting to 
about 2,000,000 marks. These covered all in arrears, and, 
as before stated, we had carried one of them for twenty- 
five years. 

Q. What is the cost of properties now held by the com- 
pany taken under foreclosure? 

A. 2,000,000 marks. 

Q. Thus far we have touched only upon the mortgages 
on large estates. 

Az Ves. 

Q. Are the peasant mortgages made by this company, 
or is that a separate company? 

A. As stated, there are two branches—one the Ritter- 
schaftliches, the land estate institute, and the other the 
Brandenburger Institute, which handles the small loans. 
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Q. Are the statements of this department made sep- 
arately? 

Ane eS: 

Q. Is it an association? 

Aa Y es. 

Q. Would a member of this association also be a mem- 
ber of the Ritterschaft? 

A. No. 

Q. To what territory are the loans of the Ritterschaft 
confined? Are they made in all parts of Germany, or 
only in the State of Prussia? 

A. The mortgages made by this company are con- 
fined to Brandenburg. 

Q. Who controls and appoints the management of 
this company? 

A. The members of the associations elect a general 
assembly, which consists of thirty-two members, and this 
general assembly serve as a board of supervisors. The 
board elects the officers, consisting of a president and 
vice-president, and two directors. 

Are they elected for a limited time? 

For six years. 

How frequently do the members have a meeting? 
Once a year. 

And they elect the board for one year? 

No, for six years. 

Has the company a special charter? 


gh eh a OG, ge OI ak 


Yes, we have a special charter. 
Q. Is the Brandenburger Kredit Institut organized on 
practically the same lines as the Kur- und Neumiarkische? 
A. Yes; the only difference between the two institu- 
tions is that the farmer who wants to take out bonds 
against the mortgage has to pay one-tenth per cent 
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commission on the nominal amount of his mortgage in 
excess of the amortization, and this one-tenth is to cover 
the expense of the Ritterschaftliche Institut, which at 
the same time governs this Brandenburger Institut. 

Q. Then the peasants pay the expense of the Ritter- 
schaftliches Institut? 

A. Yes, to some extent. 

Q. How many members are there in the Branden- 
burger institution? 

A. 10,013. 

Q. To what territory are the loans confined? 

A. To Brandenburg, together with Pomerania, Silesia, 
and Saxony. Both institutions cover the same territory. 
The only exception is that large estates of the Lausitz do 
their business with the Brandenburger instead of the 
Ritterschaftliches. 

Q. The form of organization, the relationship of the 
member to the organization, and the method of handling 
the business are exactly the same in the Brandenburger 
as in the Ritterschaftliches? 

A. The only difference is the additional advantage of 
the Kur- und Neumarkische Ritterschaftliches, that they 
occasionally receive a certain amount of the profits from 
the Darlehns Kasse. That would be impossible for the 
Brandenburger. 

Q. How much money has been loaned by the Branden- 
burger Kredit Institut? 

A. 141,000,000 marks. 

Q. What is the minimum size of loans made? 

A. One thousand marks. 

Q. And the maximum? 

A. Two hundred thousand is as much as they ordinarily 
would reach. 
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Q. This is the main office of the Kredit Institut. Have 
they other offices or branches? 

A. Yes, they have several branches. They have one 
in Frankfort on the Oder and one in Perleberg, one in 
Prenzlau, and one near Berlin. 

Q. Has the Ritterschaftliches more than one office? 

A. Yes, they have the same offices as the Branden- 
burger. 

Q. Are we correct in understanding that the Branden- 
burger Institut, lending to peasants, is organized on 
exactly the same lines as the Ritterschaftliches Institut, 
except that the members of the Brandenburger are 
required to pay a commission on the mortgages made, 
and do not have any interest in the profits which may be 
realized by the company? 

A. With only these two exceptions the business is con- 
ducted in exactly the same manner. The peasants re- 
ceive bonds for the mortgage made, which they can mar- 
ket through the Darlehns Kasse or elsewhere, as they 
choose, and these bonds’ are all issued through Central 
Landschaften, as is the case with the Ritterschaften. 

Q. Is the organization of the Brandenburger as to the 
official management the same as the Ritterschaftliches? 

A. The directors and officers who take care of the busi- 
ness are the same persons. The personnel is the same 
in each, only the general assembly is different. The 32 
members of the general assembly of the Ritterschaften \* 
are different from those of the Brandenburger. 

Q. How can you be sure that the same officers are 
going to be elected by two different boards? 

A. The Brandenburger has nothing to do with the 
selection of officials, because the management is in the 
hands of the Ritterschaften. If the Brandenburger 
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should disagree with the others, they have the right to 
leave the business, and then they would have to fix up 
new offices and elect new officials. 

Q. It is to their advantage to remain? 

His es: 

Q. Are the other Landschaften divided in much the 
same way into Ritterschaften and small credit institutions? 

A. Yes, as a rule the other Landschaiten are organized 
in the same manner. 

Q. Is this business growing? 

A. Yes, it increases from year to year. 

Q. The appraisements are made by the officials of this 
company?’ 

A. Mies 

Q. And thev are not approved by any government 
official ? 

A. No. 

Q. Are the bonds issued only upon the approval of the 
board? 

A. Yes; the board examines the mortgages and then 
issues the bond. 

Q. The usual percentage of advance is from 50 to 66_ 
per cent? 

A.7¥es. 

Q. The usual length of time is 554 years? 

As Wes, 

Q. Can a borrower anticipate payment of his mortgage? 

A. A borrower can pay his mortgage at any time, but 
the company can not call it until it matures. 

Q. For what length of time are the bonds of the com- 
pany issued? 

A. Without any limit. 

Q. They have no maturity? 
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A. No. 2 

Q. When can they be presented by the holder for 
payment? 

A. They can not be presented for payment. 

Q. You do not mean they are irredeemable? 

A. They have no maturity. 

Q. What is the practice when mortgages are voluntarily 
paid? 

A. We call in and retire a like amount of our bonds. 

Q. Suppose I hold some of these bonds, and they do 
not call them and I want the money? 

A. You can sell the bond on the market. 

Q. But suppose I can not find anybody to buy? 

A. You go to the company and they buy them. 

Q. But you are not obligated to buy them at any time? 

A. No; the company is not obliged to do so. In 
practice these bonds are constantly being purchased by 
the company out of the amortization fund. The com- 
pany usually avails itself of the opportunity to purchase 
when the bonds are offered below par. We have always 
the right of calling the bonds in at par. 

Q. Besides the two departments there is also a third, 
which is a banking department? 

A. Yes; the Darlehns Kasse. It is a part of the or- 
ganization or institution which is under the Ritter- 
schaften, and the capital employed in that department 
belongs to the institution. The only significance- of 
that department is that it is the financial department 
of this business. 

Q. Does it transact a regular banking business? 

A. Yes; similar to that of the Reichsbank. 

Q. They receive deposits? 

A. Yes; they have 33,000,000 marks. 
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Q. The profits realized in this business are not paid out, 
but may be prorated among the members of the Ritter- 
schaftliche Institut? 

ns ea 

Q. Do you receive deposits from merchants and individ- 
uals? 

A. Yes; from corporations, from individuals, from mer- 
chants, from private people. 

Q. Are any of the funds received on deposit invested in 
the mortgages through one of the other branches? 

A. No; they are kept entirely separate. 

Q. How are the deposits invested? That is, what is the 
character of bills purchased and loans made? 

A. We loan money on call and buy prime bankers’ bills, 
and do a regular banking business. 

Q. Are you restricted as to the character of business you 
may do? 

A. No; we also have safe-deposit vaults. 

Q. Does this department purchase and carry the bonds 
of the other two departments? 

A. Yes. Incase the Pfandbriefe go below a certain rate 
we would buy them at the exchange. 

Q. You also issue communal bonds or lend to communi- 
ties? 

A. Yes. 

Q. That is the same business which the Hypotheken 
Banks do? 

A. Yes; it is the main business of the institution. 

Q. What is the usual size of loans made to communities? 

A. There are some communities which take as much as 
10,000,000 marks. The community of Schdnerberg re- 
cently decided to build a railroad for 18,000,000 marks, and 
of course they came here to get it. 
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Q. The Darlehns Kasse issues a bond which is sold on 
the general market? 

We YGS. 

Q. Are these bonds issued through the Central Land- 
schaften? 

A. No, the Darlehns Kasse is entirely separate. Its 


“e 


own banking department issues bonis known as “‘com- 
munal bonds,” secured by communal obligations. These 
bonds are exactly of the same character as those issued 
by the Hypotheken Banken. 

Q. Are these bonds secured by municipal obligations, or 
may they be of other public corporations? 

A. Yes, but communal corporations. 

Q. And these bonds may be called at par? 

AG es: 

Q. By whom is this institution comprising these three 
branches owned? 

A. It is owned by itself. It has no ownership 

Q. Does the State exercise or have authority to exercise 
any particular power of control over it? 

A. No, the State has nothing to do with it. 
. Has the Empire? 
No. 
. How frequently are statements required? 
. Once a year. 
. Are reports made to the members of the association? 
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. The members of the association and the Prussian’ 
Government receive one copy of the report 

Q. Am I correct in understanding that whatever 
profits the Darlehns Kasse earns above the expenses of its 
management are paid to the credit institution, to the 
Ritterschaften? 
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A. No, they are not paid to the Ritterschaften. They 
are added to the capital of the credit institution. 

Q. How many Landschaft institutions or associations 
are there in the Empire? 

A. About fifteen; one for each province. 

Q. Eight of them are centralized here in the Central 
Landschaft? 

Bove: 

Q. Are there other Central Landschaften in the Empire? 

A. No; this is the only Central Landschaft. 
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BANK DES BERLINER KASSEN-VEREINS. 
Berliner Kassen Verein, Interview with Herr Hoppenstedt. 


Q. When was this bank organized? 

A. In 1823, under the general companies act. 

Q. What are its particular functions? 

A. This bank might be called strictly a clearing bank. 
It clears transactions made on the stock exchange and 
also checks on banks which do not clear through the 
Reichsbank Clearing House. As you know, our banks do 
a large stock exchange business. It is their custom to 
send to us all securities sold to others clearing through us 
with a list of the purchasers. We charge the purchasers 
the amounts due from them and credit the amounts 
received from them, balancing every night. The securi- 
ties are delivered to the various purchasers. Some 
settlements are made daily and others monthly. A large 
volume of checks and bills are also cleared. This is sim- 
ply a clearing business. 

Q. You show loans and discounts in your statement. 
What is the character of these? 

A. We invest our funds in first-class loans and prime . 
bills. Nothing else. 

Q. Is this bank owned by the other banks? 

A. It is partly owned by other banks. There is also a 
commission of shareholders of the bank, among whom are 
the first banks of our city. These are members of our 
board. 
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Q. Is it the custom for all banks which clear through 
you to have a balance in order to facilitate the payment 
of debits through clearing? 

Ves 

What dividends do you pay? 
Kight per cent last year. 

What is your stock selling for? 


Pe a 


130. 
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Berliner Sparkasse; Interview with Herr Stadtrat Emil 
Gehricke, President. 


Q. Is the business of this bank confined to the city 
of Berlin? 

Pe res: 

Q. Have you more than one office? 

A. We have several in Berlin, but as the city of Berlin is 
responsible for all the deposits made with the Sparkasse, it 
is only allowed to do business within the city. 

Q. Is the bank organized under a special charter? 

A. We have a special concession from the Prussian 
Government. 

Q. Isit different from the other city savings banks? 

A. No; it is the same. There is a special law govern- 
ing all the city savings banks within the State of Prussia. ~ 
We have eight branch offices, which pay and receive and 
conduct business as at the main office, and in addition 
we have 200 Annahmestelle—i. e., places where money 
can be deposited. They are mostly in grocery shops. 

Q. Are there any banks of a similar character in the 
city of Berlin? 

A. Not one. This is the only city of Berlin savings 
bank. 

Q. What other classes of savings banks are there in 
Berlin or in the State? 

A. In Prussia there are also district savings banks, 
Kreis Sparkassen. All large cities like Charlottenburg 
have their own city savings bank, but the district savings 
banks are more for the country parts of the State. For 
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instance, there are. Kreis Sparkassen in Cépenick and 
some of the small suburbs in Berlin. 

Q. May they do business in any of the cities? 

A. Yes, they are allowed to. We will not receive 
deposits outside of the city of Berlin, because as long as 
the city of Berlin is responsible for our deposits our 
business must be confined to the city. 

Q. Is there a district savings bank in the city of Berlin? 

A. Only a branch office. 

Q. What is the distinction between the district and the 
city savings bank? 

A. There is hardly any difference, because they are all 
governed by a statute prepared for them by the Prussian 
Government. ‘The Kreis or district is responsible for the 
deposits of the Kreis Bank. 

Q. Do the Kreis savings banks confine their business 
to the town in which they are located? 

A. No. One has offices here. 

Q. Is the city in which the main office is located 
responsible for the deposits of the institution including 
the deposits in the branch here? 

A. Yes. The other savings banks are located in various 
cities within the State, but may have branches in towns 
and even in other cities. The principal difference is that 
the City Savings Bank of Berlin does not receive deposits 
from anybody outside of Berlin, while the other city and 
district banks do receive deposits outside. 

Q. Is it customary for the district savings banks to 
have many places where deposits may be received, as in 
shops? 

A. Yes, that is customary all over Germany. 

Q. Does the system as it prevails in Prussia prevail 
generally throughout the other States of the Empire? 
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A. Yes, in the other States it is similar. 

Q. Then there is practically only one character of sav- 
ings bank in the German Empire? 

A. There are in Hamburg private savings banks. 

Q. Are they an important factor compared with the 
district savings banks? 

A. No, they are hardly known. 

Q. Are the restrictions which govern this bank practi- 
cally those which govern the savings banks of the Empire? 

A. Yes, the restrictions are about the same for all the 
Sparkassen all over Germany. 

Q. How small an amount is received on deposit? 

A. From 1 mark up. 

Q. What is the maximum amount? 

A. Under the old statute the maximum amount is 1,000 
marks, but application has been made for a new statute 
fixing the maximum amount at 3,000 marks. ‘They are 
allowed to receive institutional and trustee funds to any 
amount. 

Q. What is the amount of the deposits of this insti- 
tution? 

A. About 350,000,000 marks. 

Q. What rate of interest is paid on deposits? 

A. Always 3 per cent. 

Q. Has that rate changed during the last twenty years? 

A. No, it has never been changed. Interest is only w 
allowed from the first of each month and on sums not 
withdrawn during the month. 

. What is the surplus of the bank? 

. 29,000,000 marks. 

. How many depositors has the bank? 

. At the end of 1906 we had about 826,000. 
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Q. What is done with the profits accumulated beyond 
the interest paid to depositors? 

A. Our net profits are added to the reserve fund. 

Q. Has there ever been any distribution of profits 
since the organization of the bank? 

A. No, they are added to the reserve funds. 

Q. When was this institution organized? 

A. 1822. 

Q. The reserve fund to-day shows the aggregate profits 
of the bank since its organization? 

A. No. In the year 1853, 150,000 marks were used to 
build an orphan asylum and between 1881 and 1885, 
887,306 marks were used to build schools. Further, 
2,000,000 marks will be used now to buy the place of the 
former botanical garden for the city. 

Q. As far as you know, has there ever been a division 
of profits in any savings bank? 

A. The other city and district savings banks as a rule 
carry a portion of profits to their reserve fund, and also 
pay certain amounts to benevolent societies, hospitals, 
schools, and churches. 

Q. Is there any question as to whom the surplus belongs? 

A. No, there is no question about it. The statute pro- 
vides that they may distribute their surplus funds among 
city benevolent institutions. They can use it, according 
to their judgment, for the good of the community or the 
city or the State. It must, however, go for the public 
purposes, or for payment of public debts. 

Q. It belongs, then, to the city? 

A. Certainly, or to the community. 

Q. Is 3 per cent the usual rate throughout the Empire? 

A. Ves: 
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Q. Has thete been any agitation on the part of the 
depositors for an increase of rate on the theory that they 
are entitled to some of that reserve? 

A. No; there is the competition of the large banks, 
where higher rates are sometimes paid. 

Q. What are the restrictions in regard to its invest- 
ment? How may the funds of the bank be invested? 

A. Only in trustee securities; that is, securities that 
are permitted by law, such as German and Prussian 
state loans, city bonds, and mortgage bonds. 

Q. By mortgage bonds you mean bonds issued by 
mortgage banks? 

A. Yes; Pfandbriefe. We may purchase bills with 
three good signatures, prime bills. We may make loans 
to the city of Berlin for certain improvements. Of course 
we own our real estate. 

Q. Are you restricted as to the amount of money you 
may invest in prime bills? 

A. Yes; there is a restriction. We can take about 
20,000,000 marks of bills; strangely just now we have 
not any. 

Q. Are you losing deposits? 

A. Yes; we are paying out large sums. 

Q. Are the other savings banks also losing? 

A. Yes; and they are obliged to sell some of their stock, 
bonds, and securities to meet the withdrawals. We are 
not obliged to do this, because we can at any time get 
money from the Stadt Hauptkasse. 

Q. Is this a recent movement, or has it been gradually 
going on for months? 

A. For months. 

Q. Is the money being withdrawn to pay current ex- 
penses, or for investment, or to be deposited elsewhere? 
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A. To pay current expenses. 

Q. Do you carry a cash reserve? 

A. We always have a cash reserve to meet demands, 
usually about one-quarter of a million marks. 

Q. Do you carry an account with the Reichsbank or 
the Seehandlung? 

A. No. 

Q. Is there any law requiring a savings bank to carry 
a reserve in cash or in bank? 

A. No; they are not allowed to deposit any money with 
the private banks, such as the Deutsche Bank. 

Q. May you deposit with the Reichsbank or Seehand- 
lung? 

A. We may, but do not. 

Q. What do you do with the cash received? 

A. We buy securities. 

Q. Do you not carry an account in some bank upon 
which you may draw? 

A. No; we do not. We clear our purchases and sales 
through the Kassen Verein. 

Q. Then you really carry an account with the Kassen 
Verein? 

A. No; only clear through them. 

Q. How do you secure cash with which to meet with- 
drawals? 

A. From the Stadt Hauptkasse. 

Q. That is the city treasury? 

A. Yes; we borrow money from the city treasury. 
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In conference with Mr. Von Mendelssohn we learned 
that he entertains a very high regard for the Reichsbank. 
A reasonable increase in the Kontingent is the only change 
that he would favor. He is not in sympathy with the 
criticisms made by the agrarian party. He states thata 
moderate increase in the bank rate is not viewed with any 
concern, and that it is a very effective means for control- 
ling gold movements, citing the comparatively recent 
increase in the gold reserve as evidence of the effectiveness 
of the measure. He expressed the opinion that the 
financial field of Germany would be thoroughly covered 
by making inquiries concerning the Reichsbank, the pri- 
vate or joint stock banks, the mortgage banks, the Land- 
schaften, the Kassen Verein, the credit associations 
(Schulze-Delitsch and Raiffeisen systems), the state 
banks (Central-Genossenschafts-Kasse and the Seehand- 
lung). 

The Seehandlung in its functions may be taken as 
typical of the state banks of other States in the Empire, 
such as the Royal Bank in Nuremburg, which is the 
state bank of Bavaria. 

There are several Renten-Banken and Landes-Kultur- 
Renten-Banken located within the various States in the 
Empire. These, however, are not banks, in that they do 
not receive deposits, purchase bills, or perform the usual 
function of a bank, confining their business entirely to 
the lending of money upon real estate, taking mortgages 
against which they issue their bonds. These bonds are 
guaranteed by the States in which the institutions 
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are located. The companies have no capital stock, 
and according to the latest figures show accumulated 
profits of $4,000,000. The total amount of their bonds 
outstanding in April, 1908, was 270,000,000 mark, 
($67,500,000). 

He added that there are some international banks 
located in Germany whose business is, however, largely 
in other countries, and therefore not a factor of importance 
in the finances of the Empire. Some of these important 
international banks are partially owned or controlled by 
some of the important private banks of Germany, and 
through them invest funds in foreign countries. 
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In a conference with Doctor Von Schwabach he 
expressed his absolute confidence in the Reichsbank, 
regarding it as perfectly adapted to the needs of Germany, 
adding that in his judgment the organization or system 
could not be materially improved. He would favor an 
increase in the Kontingent, but beyond that believes that 
no change could be made for the better. When asked 
if an increase in the bank rate was received with any con- 
cern he replied that it was merely regarded as a warning. 
He stated that an increase in the rate does attract gold to 
Germany, but that it could not be raised sufficiently to 
prevent gold exports if gold were needed elsewhere. 

Referring to the experiences in the autumn of 1907 
he stated that he expressed to Doctor Koch, then Presi- 
dent of the Reichsbank, the belief that it would be wise 
for the Imperial Bank of St. Petersburg, the Reichsbank, 
the Bank of France, and the Bank of England to cooperate 
and voluntarily offer to the United States (probably to 
the Secretary of the Treasury) an immediate shipment 
of gold, believing that that very act would relieve 
conditions in the United States and allay apprehension 
in this country. 

He stated that he views with no concern the issue of 
taxed notes by the Reichsbank. When asked if there 
were other criticisms from respected sources as to any of 
the regulations or practices of the Reichsbank he said that 
there were some who thought the discrimination of 1 
per cent in the rate on Lombards was a little severe; 
that many thought that one-half of 1 per cent would be 
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quite sufficient. He added that there had been criti- 
cisms from the agrarian party emanating largely from 
the large landowners, members of the nobility, who feel 
that the Reichsbank is not organized to render to them 
as great advantages as to commercial and industrial 
enterprises. While this party is powerful, he does not 
feel that there will be any change as a result of their 
criticisms. He does not agree with their views. When 
asked as to an estimate of the amount of gold in the 
pockets of the people, he replied that he could name no 
figure, that it undoubtedly was a very large amount. 
Referring to the law enacted last year establishing a legal 
status for checks for the purpose of increasing their use, 
he expressed the opinion that checks would be more gen- 
erally used than heretofore; that at present they are a 
very small factor in the transaction of business within the 
Empire, it being almost entirely confined to the transfer 
‘system. In explaining he said that almost all bills of 
large size were paid by the debtor by means of an order 
upon his bank to transfer to the bank of the creditor the 
amount due, this order being in the way of a letter of 
instruction, but that in the case of small individual and 
personal bills cash was generally used in settlement. In 
Hamburg it is the practice to use the transfer system 
almost entirely even in small transactions—that is, a bill 
of the tailor would be paid by an order to the bank of 
the debtor to transfer to the account of the tailor in his 
bank the amount due, it being the practice there for each 
merchant to have on his letter heads and billheads the 
name of his bank. . 

In reply to an inquiry as to the volume of business done 
by the Genossenschaften, he stated that it was very, im- 
portant and of very large volume. He regarded the sys- 
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tem generally with favor, although he criticised the princi- 
ple of the Preussische Central-Genossenschafts-Kasse; that 
institution, having no shareholders but being owned by the 
State, is in a position to make advances to its customers 
at rates with which other financial institutions can not 
compete, the net result of which may be a loss to the State 
and therefore to the taxpayer. He stated that last fall 
the Central-Genossenschafts-Kasse borrowed money in 
the street on Lombards, of his house among others, 
paying interest at 7 per cent, and lending the sums thus 
borrowed to their customers at 4 per cent. He argued 
that this was bad in practice and should not be per- 
mitted. 
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SWITZERLAND. 


Statement of Mr. Leon Rueff, Managing Director of the London 
Branch of the Swiss Bankverein. 


Mr. RueEFF. We have in Switzerland 22 Cantons, which 
are infact separate States. They are all autonomous, and 
have their own special arrangements, and nearly all have 
cantonal banks. The capital of part of these banks has 
been supplied by the Canton, in the form either of cash or 
securities, or through the issue of cantonal bonds. 

The Canton of Zurich, for instance, has a cantonal 
bank, which received its initial capital through the State 
issuing a fixed loan and handing over the proceeds to 
the bank. 

According to law these banks could issue a certain 
ratio of notes, which, however, had to be covered by 40 
per cent in gold or legal tender (5-franc pieces, etc.). 
The other 60 per cent had to be covered by liquid assets. 
Those assets, used by the cantonal banks as cover for 
their notes, included bills with two well-known signa- 
tures, either Swiss or foreign, cash in hand, and advances 
made on Swiss federal and cantonal securities. 

Agitation has been going on for twenty years to grant 
a monopoly of note issue to the Federal Government. 
We have in Switzerland the system of referendum, and 
in the course of the eighties a popular vote was asked for 
in respect of the introduction into the constitution of an 
article giving the exclusive right of issuing notes to the 
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Federal Government, which could hand it over to a bank. 
This was at first rejected by popular vote. In 1891, 
however, the article was adopted, but remained a dead 
letter, as the Legislature was unable to decide whether 
they would have a state bank or an absolutely private 
bank, the shares being held by the public, the right of 
control, however, being in the hands of the Government, 
as in the case of the banks of France and of Germany. 

Three years ago a law was passed, and accepted by 
referendum on October 6, 1905. The law was published 
on October 11, 1905. An opposition was yet raised 
against it, which, however, did not succeed in getting 
together the necessary 30,000 signatures for reconsidera- 
tion, and it finally went into effect on January 9, 1906, 
at the end of the legal period of three months, reserved 
for the referendum. 

This law provides (art. 1) that the Confederation shall 
give the exclusive right to issue notes to a central issuing 
institution, created in conformity with the provisions of 
this law, under the name of Swiss National Bank. This 
Bank has all the rights of a private individual, but is ad- 
ministered under the supervision of the Confederation. 

The National Bank has for its principal objects to regu- 
ate the money market of the country, and to facilitate 
payments and transfers of money. It undertakes without 
cost the service of exchequer of the Confederation, so far«* 
as the latter will delegate it to the Bank. 

It has a capital of 50,000,000 francs in 100,000 shares of 
500 francs each. Two-fifths of this amount was sub- 
scribed by the Cantons, one-fifth by the existing banks of 
issue, and two-fifths by the public. Only Swiss citizens 
or corporations domiciled in Switzerland can be share- 
holders. 
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The operations of the Bank are strictly limited to— 


1. The issue of notes. 

2. The discounting of bills maturing three months later and 
bearing two signatures at least. 

3. The sale or purchase of foreign bills or checks payable in specie. 

4. Advances for three months on obligations (bonds), but not on 
shares. 

5. Transfers and money orders. 

6. Purchases for its own account, but oni as temporary invest- 
ment of money, of the bonds of the Federal or Cantonal Govern- 
ments or of foreign states, provided that they are bearer securities. 
and of easy realization. 

7. Purchase and sale of gold and silver specie and bullion and 
advances upon the same. 

8. Issuing of gold and silver certificates. 


The bank may receive on deposit gold or silver bars or 
foreign coin at a certain ratio and issue its notes against 
them. Coins should be delivered in 21%4-kilogram lots or 
pieces of the same denomination. Advances are made on 
the basis of 3,000 francs on the kilogram of gold nine-tenths 
fine. [Reading:] 

g. Opening of interest-bearing and noninterest-bearing deposit 
accounts. 

They can not allow interest to anybody but the Con- 
federation. This is*to prevent the National Bank from 
competing with other banks. [Reading:] 


10. The safe-keeping of securities and objects of value. 

11. Subscriptions on commission of a third party to federal and 
cantonal loan issues, but without participating on its own account 
for same. 


They can not take part in any underwriting syndicate, 
[Reading :] 
The Bank will publish its loan and discount rates at regular 


intervals and will issue bank notes of the denomination of 50, 100, 500, 
and 1,000 francs. Its note issue will have to be balanced to its full 
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amount by a 4o‘per cent specie reserve and 60 per cent bills acquired 
at home or abroad. It will also be obliged to hold a reserve to 
balance all of its short-term engagements—all those which will 
terminate in ten days. 

The distribution of profits is minutely provided for. Ten per 
cent of the profits go to the reserve fund. After this a dividend 
up to 4 per cent maximum of the fully paid-up share capital has 
to be paid. Out of the remainder the indemnities will be paid to 
the Cantons upon a special scheme and the surplus will be distributed 
as to one-third to the Confederation and two-thirds to the Cantons. 

The Swiss National Bank has no tax to pay upon its issue, while 
the private banks had to pay taxes. 

All Cantons in general will receive for the first fifteen years an 
indemnity of 30 centimes per capita, while Cantons, which draw 
profits from their cantonal banks, will receive a special distribution. 
After the first fifteen years every Canton will receive 80 centimes 
per capita, and in case the surplus in any financial year is insufficient 
to meet these payments the federal treasury will advance the sums 
necessary to pay the indemnities. 

This is to take the place of the amounts formerly re- 
ceived by the Cantons from the taxes on the issue of the 
private banks. The Federal Government has the cus- 
toms duties with which to pay these amounts, if the 
Bank should not make sufficient profit. The Federal 
Government has no right to direct taxation, but it has 
some monopolies, the surplus of which is applied partly 
to the service of the federal loans and partly goes to the 
Cantons as compensation for their having given up the 
taxes formerly levied by them on the articles now sub-* 
jected to federal monopoly. 

By federal law of October 15, 1897, the Confederation 
was authorized to acquire the railroads, and the trans- 
action should be completed in 1909. But the railroads 


are an absolute separate institution; the revenue does 
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not go into the general fund of the State. Out of the 
surplus they have to provide, first, for interest and amor- 
tisation of their loans, and for the payment of all debts 
outstanding, while any surplus remains as a reserve fund. 

I will now give you some of the principal regulations 
governing the conduct of the Bank: 

The shares are only transferable by indorsement, and 
this transfer must be approved by the committee of the 
Bank. 

The National Bank is the custodian of the public funds, 
for which it does not allow any interest; it makes all pay- 
ments for the Federation without charge. It also re- 
ceives for safe-keeping all securities which belong to the 
Federal Government and all its different funds, like pen- 
sion funds, ete. 

The Bank is obliged to publish a statement every week. 
All statements are published in two languages—French 
and German—but the bank notes are printed in the three 
national languages—French, German, and Italian. 

The Bank has no right to discount bills at a lower rate 
than the official rate. The Bank can have no private rate 
of discount. Therefore they find it sometimes difficult to 
buy bills, because they have the competition of all the 
other banks. The bank rate at present is 3% per cent, 
while the market rate is but 31% per cent. 

The principal purpose of the Bank is to regulate the 
Swiss monetary system, not to make dividends and to issue 
notes. 

Of the profits 10 per cent is taken for a reserve fund, 
but there can not be more than 500,000 francs in one year 
taken for this purpose, and only until the reserve fund has 
attained 30 per cent of the paid-up capital. This is to 
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prevent the Bank from accumulating big reserves, so that 
the Cantons would receive less. Afterwards 4 per cent 
maximum dividend may be declared to the shareholders. 

The payment which has to be made by the National 
Bank to the Confederation, and which is given up by the 
Confederation to the Cantons, is composed of the follow- 
ing items: Fifty centimes per 100 francs of the authorized 
issue on December 31, 1904, of each Canton, 30 centimes 
per capita in each Canton of the population as given by 
the last federal census. 

Q. How many branches has the Central Bank? 

A. Eleven. 

Q. How is the Bank managed? 

A. There is a bank council composed of 40 members 
named for four years; 15 are designated by the meeting 
of the shareholders and 25 by the federal council. They 
must be Swiss citizens and representatives of finance, 
commerce, industry, agriculture, etc. 

The nomination of these 40 members is made in the 
following way: The federal council nominates in the first 
instance, the president and the vice-president. After 
that the general meeting of shareholders nominates 15 
members, and gives notice to the federal council of the 
nominations which they have made. ‘The federal council, 
after receiving these nominations, proceeds to the nomi- 
nation of 23 other members, of which not more than 5 
can be members of the federal chambers and not more 
than 5 be members of the governments of the Cantons. 
In the choice of these 23 members an equitable repre- 
sentation is assured to the leading banking centers and 
the principal centers of commerce and industry. The 
members of the council do not have to deposit shares as 
qualification for membership. 
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Q. How long does the president act as president after 
being designated by the federal council? 

A. Four years. 

This legislation was a compromise between the radicals, 
who wanted a pure state bank and the conservatives, who 
wanted a federal bank. ‘The Federal Government guar- 
antees the Cantons a certain income for having taken 
away the income from their banks, but there is no guar- 
antee of the 4 per cent dividend. 

Q. Was there much discussion in your Parliament? 

A. A great deal; it has taken twenty years’ fighting to 
accomplish this result. 

Q. It seems they were all in favor of some centralized 
authority of one kind or another. What were the condi- 
tions of the country, which led everybody to desire the 
centralization of their note issues and banking power? 

A. For instance, we had no facilities of exchange be- 
tween say Berne and Zurich and other places, and it was 
often difficult to transfer money from one place to another. 
The banks conducting these operations were private 
undertakings, which looked for profits and not so much 
for the interest of the community. At certain times, 
such as crop-moving periods, it was very difficult to get 
notes and money transferred. There was also fear that 
some of these institutions might not be sound. 

Q. Was there any distrust of banks in one Canton by 
the people of other Cantons? 

A. There was a very rigid supervision by a federal 
comptroller. Therefore, as regards the bank notes, there 
was no distrust, but as regards the management of certain 
banks and their other business there was some distrust. 
To prevent these difficulties, in the seventies or eighties, a 
concordat was concluded by the different issuing banks, 
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and that association gave as many facilities as possible 
for the transfers. There was a kind of clearing house in 
Zurich. The banks did not want a central institution, 
and so they cooperated with the view of rendering the 
creation of a central bank unnecessary. This was about 
twenty-five years ago. 

The concordat was composed of issuing banks and its 
power amounted to 50 per cent of the banking strength of 
Switzerland. It is not now in existence, but the cantonal 
banks have started a new association to defend their 
interests. ‘Their bank notes will be gradually withdrawn, 
but they now have a defensive organization so as to dis- 
cuss between themselves the steps they shall take to con- 
tinue in business and how they will go on after all this 
has been settled. 

We are making an active propaganda in Switzerland 
for the use of checks. The postal savings bank and 
postal-check transfer system have been started. Indi- 
vidual debts are paid mostly in bank notes or coin, but 
efforts are now made to avoid transfers of actual money 
and to increase the use of checks. 


ITALY 


ITALY. 


Interview with Comm. Tito Canovai, Chief General 
Secretary of the Banco D’Italia. 


Q. How many different kinds of banks are there in 
Italy? 

A. There are the three issue banks, viz, the Banca 
d'Italia, the Banco di Napoli, the Banco di Sicilia; then 
there are a number of commercial banks, without the 
right of emission. There are about 830 popular banks 
and cooperative credit societies. 

Q. Are there any postal savings banks? 

A. Yes; and there are private savings banks, too. 

QO. At the beginning of the United Kingdom of Italy in 
1870, how many issue banks were there? 

A. Six. They were the banks of the different states 
and three were later fused into the Bank of Italy. 

Q. When was this fusion effected? 

A. In 1893, at the time of the failure of the Banca 
Romana. 

Q. Who was the minister of finance at the time when 
the change was effected? 

A. The project was presented to the Parliament by 
Signor Lacava, minister of the commerce, and Signor 
Grimaldi, minister of the treasury, and was vigorously 
defended before the Chamber by the president of the 
council, Signor Giolitti, and of course by the ministers of 
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finance and of‘commerce also. There were some politi- 
cal questions connected with the failure of the Banca 
Romana, and it unchained many political passions. A 
commission of inquiry of seven persons was appointed 
which made a report to the Parliament. 

Q. What, in a general way, were the circumstances 
which led to the fusion of these banks? 

A. The immediate circumstance was the failure of the 
Roman Bank. The newly organized Bank of Italy 
became charged with the liquidation of the Roman Bank, 
and was successively obliged by the law to set aside 
2,000,000 a year to cover the losses which will-amount to 
more than 60,000,000 liras, although the Roman Bank had 
only a capital of 15,000,000. The liquidation of the 
Roman Bank will have to be accomplished at the end of 
1913. 

Q. Did this fusion of the three banks take place at the 
time of the failure of the Roman Bank or before that 
failure? 

A. At the time of the failure. 

Q. What were the banks which were fused into the 
Bank of Italy? 

A. The National Bank of the Kingdom (Banca Nazion- 
ale nel Regno), the Tuscan National Bank (Banca Nazionale 
Toscana), and a small Tuscan bank of credit (Banca Tos- 
cana di Credito), which also had the right of issue. 

Q. Will you explain why the failure of the Banca 
Romana led to this fusion? 

A. The failure merely presented an opportunity to 
modify a villainous banking system, and to improve the 
deplorable conditions of the banks. Negotiations for the 
fusion of the three banks had already been entered upon 
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before the failure of the Roman Bank. But there were 
political elements involved, and regional antagonism had 
impeded all attempts at fusion up to that point. The 
failure of 1893 made it clear that the banking system was 
in a very bad condition and the necessity of establishing 
one big bank was felt. Up to that time it had not been 
possible to do so because the people of the different regions 
wanted their own regional banks. ‘The failure of the 
Banca Romana was seized upon as a pretext for the fusion 
of the three banks. 

Q. Why were not the banks of Naples and Sicily 
included in the fusion? 

A. They were maintained because the people of the 
south of Italy were jealous for their ancient institutions. 

Q. At that time Italy had suspended payment in coin, 
had she not, in 1893? Paper money was at a discount? 

A. Yes; the notes of the banks were legal tender and 
they were practically irredeemable; in 1881 the “cours 
forcé”’ was legally abolished and the “cours légal”’ sub- 
sisted. In 1881 the influx of gold caused by the loan of 
644,000,000 made by England, through the minister of 
finance (Magliani), brought the notes down to par. This 
operation was much criticised in Italy. 

Q. But at the time of this fusion of the banks in 1893 
there was again ‘“‘cours forcé,” was there not? 

A. No; only the ‘‘cours légal”’ existed; but after all 
it is little more than a play upon words, the notes were 
practically not redeemable, although some provisions of 
the banking act provided for their redemption in different 
cities. 

Q. How much of the time between 1881 and 1893 were 
the notes maintained at par? 
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A. Some years, as it appears by the following prices of 
the exchange: 
Prices of the Italian exchange. 


Year. Maximum. Minimum. \ 
LSSio co cosa helo ec ae ale eae een des wee ceeke IOI, 55 98.72 
TSS Ie Se one Re a an ite eo hee i ee 104. 22 99.32 
TOS Se Sect ed iat Dae eR eae ies sare Rene aint! IOI. 25 98.75 
EOS aos Sth Oa ae So hee eS eh Ol. - ce cee 100. 40 99.77 
BOS Cie Sr pest ret ape ah ee macs oon IOI 100.14 
EOS Ophea a aie ste aa rates Ctcinte Sins miata ae ee I00. 45 99.84 
TOSF See eee eos Ce coee ene Re ca cece bene wes eee ror. 76 100. 40 
TSQ0s2 oe cc a Wickens Baie eee ee etonee eae 102. 21 100.10 
SQ 3S 6 foe een een Se ee ee eee eee eS sees 115.95 103.97 


Q. Why did it require an act of Parliament to effect the 
fusion of those banks? 

A. Because they were issuing banks whose existence 
and privileges came from the law. 

Q. Did each of these banks have a separate charter 
with separate rights arid distinct privileges? 

A. As far as the issue of notes is concerned, no; there 
had been a uniform law for all bank-note issue after 
1874. Originally the banks were subject to the laws of 
the particular states, but they were at that time all 
subjected to the law of the Kingdom of Italy. 

Q. Then the note-issue privileges of all the banks 
were the same after 1874? 

eves. 

Q. Are the banks of Naples and Sicily quite similar 
to the Bank of Italy in their organization and functions? 

A. The Banco di Napoli and the Banco di Sicilia were 
institutions which had a patrimony rather than a sub- 
scribed capital, and they are also different in having a 
pawnbroking branch, a savings-bank branch, and in 
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conducting, to a small extent, a land-credit business. 
They have no shareholders, and their capital has been 
obtained by money left them and accumulated from 
profits. They are the oldest banks in Italy, but they 
did not originally have the privilege of note issue. 

Q. To whom do these banks belong? 

A. To themselves; there are no shareholders. 

Q. Do they not practically belong to the Government? 

A. No; they belong to themselves; they were formerly 
regarded in a sense as charitable institutions. 

Q. Who receive the dividends? 

A. No one; the capital accumulates. 

Q. By whom are the officers appointed? 

A. Under the Kingdom of Naples and Sicily, and also 
under the Kingdom of Italy, the general manager, the 
general secretary, and the director of the branch offices 
were appointed by the Government; but the relative 
regulations were often modified. At present the Govern- 
ment appoints the general manager, the general secre- 
tary, and two members of the board of directors (Con- 
siglio di Amministrazione). Besides the board of directors 
there is a general board of directors (Consiglio Generale) 
composed of members elected by the provincial, munici- 
pal, and commercial communities of the cities specially 
interested in the two banks. The general manager and 
the under general manager of the Bank of Italy are 
selected by the superior council, but they must be 
approved by the Government. The directors of the 
branch offices are named by the council of the bank on 
the proposal of the general manager. 

Q. Does the local government now have anything to 
do with the government of the bank? 
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A. In an ecdnomic sense, and as far as the business of 
the Italian banks are concerned, the local government 
has nothing to do; but the banks are absolutely under 
the strict superintendence of the Government. 

Q. When did the banks of Naples and Sicily obtain 
the right of issuing notes? 

A. In 1874. Before that year they issued special 
titles called ‘‘fede di credito” and polizze, like “‘bons de 
caisse,”’ payable to bearer, which circulated as money 
in the Kingdom of Naples and Sicily; the two banks 
were at that time authorized to issue notes for a small 
amount. The law of 1874 was intended especially to 
regulate the monetary situation in Italy because every- 
body was issuing ‘‘notes,’”’ even individuals and com- 
mercial firms; the country was overrun with little notes 
of 50, 25, and 20 centimes issued by everyone who liked 
to do so. The same law had for another principal pur- 
pose the constitution of a banking consortium which had 
to furnish to the Government one thousand million lira 
of notes, against interest payments of 0.50 per cent a 
year for the first four years and of 0.40 per cent after. 
These notes were at cours forcé. 

Q. But after 1874 the emission was governed by the 
general law? 

. Yes. 

Q. And it was limited to the six banks? 

A. Yes, except the Monte dei Paschi di Siena. In the 
Province of Siena there is an ancient institution that 
issued some notes—agrarian notes—which circulate only 
in that province; they still continue. 

Q. How was the emission of notes limited in those six 
banks after 1874? 
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A. The limit of the issue was three times the amount of 
the capital or three times the patrimony for the banks 
which had no capital, but there had to be a cash reserve 
of one-third. 

Q. The law of 1874 required that? 

A. Ves. 

Q. But was there at that time any metallic stock? 

A. Yes; there was a metallic stock, but it was always 
kept in the bank, it was never touched; very much as 
gold is kept in Spain to-day. 

Q. The banks of Naples and Sicily are still issuing notes 
under the act of 1874? 

A. Now they are issuing notes under the new law. 

Q. There has been no change in the law of 1874? 

A. The law of 1874 has been modified principally in 
1881, when the ‘‘cours forcé”’ was abolished, and in 1893. 

Q. Was it changed as regards the amount of metallic 
stock? 

A. The law of 1893 fixed the metallic stock at 40 per 
cent, but in practice the Italian banks have surpassed 
that proportion; the Bank of Italy sometimes goes so 
far as to hold 77 per cent. One of the conditions of the 
Italian law is that the banks have the right to issue notes 
up to a certain fixed sum with a cash stock of 40 per cent, 
but above that the notes must be entirely covered by 
cash, like the gold certificates in America. The normal 
maximum for the Bank of Italy is 660,000,000 liras, for 
the Bank of Naples 200,000,000 liras, for the Bank of Sicily 
48,000,000 liras. The provisions for note issue in the 
Russian Bank most closely resemble those of the Italian 
banks in this regard. The Bank of France can only issue 
to a certain fixed amount, even with a covering of cash, 
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and in order ‘to exceed this amount it must have the 
approval of Parliament. 

Q. Is there any provision that the other 60 per cent must 
be covered by bills of exchange, etc., like the Reichsbank? 

A. Yes, naturally it must be covered by bills, not 
exceeding four months to run, with two solvent signa- 
tures, such as tradespeople or banks, or by loans upon 
securities of the state or guaranteed by it. 

Q. Is there any provision in the law governing note 
issue which would allow the banks to issue notes in excess 
of the maximum without an equivalent covering of cash, 
or below the maximum without the 40 per cent covering? 
Will you explain these provisions in detail? 

A. The three banks are authorized to issue notes in 
excess of the maximum, and as far as— 


pphesBankoftlital yee eat) Pol Bee aa eee 50, 000, COO 
thhesBanksoiiNa ples 28> apes = apne Sere em cee On a 15, OOO, 000 
PRNesBan Ol S1Chy mee tee eas = are nee eee 4, 000, 000 


provided that the notes have a covering of cash of 40 per 
cent, and on the condition of paying a tax of one-third 
of the current rate of discount. 

The banks may also issue an equal amount of notes— 
always covered by cash in the above-mentioned propor- 
tion—on the condition of paying a tax equal to two- 
thirds of the rate of discount. For further issue until the 
issues reach— 


Fotsine bank of (tally eras. a. ee ee |e 150, 000, 000 
BomthesBankiolNapless= s2-sser =n = eee ee 45, 000, 000 
ForthetBanieof Sicily a2 seek aos. es ae ee 12, 000, 000 


a tax equal to the whole rate of discount is charged. 
Every issue beyond the above-mentioned limits, or every 
issue of notes not covered by metallic reserve, is subject 
to a penalty of 7.50 per cent. 


« 


. 
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Q. Do the notes of the Bank of Sicily circulate outside 
of Sicily? 

A. They have legal tender power in all the provinces 
where the Bank of Sicily is represented. ‘The principle is 
that the notes of the three banks are legal tender in the 
provinces where they have a branch or a correspondent. 

Q. Would you find a note of the Bank of Sicily, for 
instance, in Milan or Venice? 

A. Yes; because the bank of Sicily is represented there. 
There exist also arrangements between the three banks 
to receive notes where they are not legal tender; they are 
then centralized in the Bank of Italy or in the two other 
banks, each of which keeps them and sends them to the 
nearest establishment for redemption. Although we have 
a system of plurality of banks of issue, the agreement is 
so complete between them that it is not perceived that 
there is a plurality of banks. The inconveniences of the 
system are not noticed. 

Q. Does the Bank of Italy, in fact, control the whole? 

A. Yes; in principle I have never approved the plu- 
rality of issuing banks. I published in 1888 a volume 
against a plurality of banks. A single bank forms the 
strength of a country. I hope the United States will 
soon have a unity of issuing banks. 

Q. As a matter of fact, do the notes of the Bank of 
Sicily circulate far outside of Sicily, and do the notes of 
the Bank of Naples circulate outside of Naples? 

A. Yes; practically in all Italy. But every ten days 
the exchange is made between the three banks, through a 
regular system of mutual redemption. 

Q. Is it a provision of the law that such an exchange 


must be made every ten days? 
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A. Yes; it is a system which resembles that employed 
in the Scotch banks. The Bank of Italy has, for example, 
a certain number of notes of the Bank of Sicily; the Bank 
of Sicily has a certain number of notes of the Bank of 
Italy; on every tenth day they exchange notes. 

Q. Can the Bank of Italy pay out over its counter the 
notes of the Bank of Naples or Sicily, or is it obliged to 
present those notes for redemption? 

A. It can pay them out. There are arrangements by 
which each bank pays out the notes of the others; so that 
the mutual redemption is made only for the notes remain- 
ing in the cash at the end of ten days. 

Q. Does this clearing of the notes take place at the cen- 
tral office of the banks, or in every city is there a separate 
clearing? 

A. In every city where there is a branch or a corre- 
spondent. 

Q. Does the Government deposit its funds in the Bank 
of Naples and in the Bank of Sicily with the same freedom 
that it would in the Bank of Italy? 

A. It only deposits its funds in the Bank of Italy, which 
conducts the business of the treasury of the state. 

Q. Then the Bank of Italy has virtually become in a 
peculiar sense the bank of the Government? 

A. It is the treasury of the Government, like the Bank 
of England. 

Q. It helps in the issue of government loans? 

i oor 

Q. Does the Bank of Sicily or the Bank of Naples also 
assist? 

A. They are always associated. 

Q. Does the Bank of Italy pay interest upon the de- 
posits of the Government? 
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A. Yes; the Bank of Italy is obliged to pay interest 
on deposits exceeding 40,000,000. 
Is this interest fixed or variable? 
It is 1% per cent. 
For a deposit in excess of 40,000,000 francs? 
Wes: 
Does that rate of interest change? 
No; it is fixed by contract. 
Is the contract renewed from time to time? 
No; it has remained since 1895. 
It is a contract, not a law? 
Yes; it is an agreement approved by the law. 


Oe a ee ee 


Does the bank receive any compensation from the 
Government for doing its business? 

A. The Bank of England receives half a million pounds 
sterling. The Bank of Italy receives nothing. 

QO. On the other hand, do the banks of Naples and 
Sicily or the Bank of Italy have to pay anything to the 
Government for such privileges of emission as they enjoy? 

A. Yes; naturally—all three banks. Formerly it was 
only a tax on the circulation of notes. 

Q. What is that tax? 

A. One per cent formerly. 

Q. On the entire emission? 

A. On the productive circulation; that which is not 
covered by cash. Notes covered by cash are not taxed. 
In 1874 the tax on the circulation was 1 per cent; after- 
wards it was 1.48 per cent; in 1893 it was again I per cent, 
and in 1897 the law prescribed that if the three banks re- 
duced the amount of the “immobilizations”’ before the 
time prescribed by the law, the tax should be reduced from 
I per cent to one-half and afterwards to one-fourth per 
cent, and that when the liquidation should be completed 
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the tax should be reduced to one-tenth of one per cent. 
But from the time the tax on the circulation had been 
reduced to one-tenth of one per cent the banks were to 
begin to pay their profits to the Government. 

Q. In what proportion? 

A. One-third of the profits for the state after the 5 per 
cent and until 6 per cent are paid to the capital, and one- 
half to the state over 6 per cent dividend. 

Q. That applies to all the banks? 

A. The 5 per cent applies only to the capital of the Bank 
of Italy and to the capital and reserve of the banks of 
Naples and Sicily. It is an advantageous concession that 
was made for the banks of Sicily and Naples because they 
have no shareholders. 

Q. What is included as cash in speaking of the covering 
of the notes? 

A. Not less than three-quarters must be in gold. The 
banks may include, for the remaining, silver money and 
foreign bills payable in gold, treasury bonds of govern- 
ments having a sound monetary currency, and also certifi- 
cates of sums deposited in foreign banks of issue, and 
banker correspondents of the Italian treasury, up to the 
amount of— 

Ir per cent of the notes of the Bank of Italy, within the normal 
15 Pee for the Bank of Naples, within the normal limit. 
15 per cent for the Bank of Sicily, within the normal limit. 


Q. Do the banks receive exemption from the circulation 
tax for amounts lent to the Government? 

AMES: 

Q. Does the Bank of Italy have a fixed rate of discount 
for discounting bills? 

A. In Italy there is a special system about that. 
Generally, in other countries there is a rate of discount 
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fixed for all operations, and in Italy we have a rate of 
discount called “official,’’ which is now 5 per cent, and 
which is the same for all the banks. It is approved by 
the Government and can not be changed without the 
approval of the minister of the treasury. We have the 
right to discount for intermediary popular banks and 
others bills at 1 per cent below the official rate. Then 
we have the right to discount first-class bills, at three 
months, with two signatures, at a minimum rate of 3 per 
cent. 

Q. That applies to the three banks? 

AtaNes. 

Q. Are the rates the same in the banks, say, for prime 
bills? 

A. Yes; there is a variable scale between the minimum 
and the maximum; they can not go below 3 per cent. 

Q. But for the same kind of bill, would the rate be the 
same in the three banks? 

Aa Yes. 

Q. Is that regulated by agreement? 

A. Yes; they agree and communicate with the 
minister of the treasury. 

Q. They must agree before modifying? 

A aes: 

Q. If the Bank of Italy has a rate to-day for prime bills, 
would they let the banks of Sicily and Naples know, in 
the same place, of the rate they were charging for those 
prime bills? 

A. They always agree as to the minimum. They say, 
for instance, to-day we will discount for no less than 3% 
per cent. The minimum is decided by an understanding. 

Q. Practically, you only have one bank as regards 


discount? 
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A. Yes. The regulations of the law are the same for 
the three banks and, as I have already said, the cordial 
relations existing between them have practically elimi- 
nated all the disadvantages arising from a plurality of 
banks. As the Bank of Italy is very much larger than 
the other two, it is in a position virtually to control the 
market. 

Q. Does the Bank of Italy often change its rate of 
discount? 

A. No, as far as the official rate is concerned, but 
often in the case of the reduced rate. 

Q. There is a great difference between the Bank of 
England and the Bank of France in this respect; does 
the Bank of Italy resemble the Bank of France or the 
Bank of England. 

A. It is between the two. We do not need to follow 
strictly a policy of influencing the market as our metallic 
reserve is not exposed to exportation as is the case in 
England, but we must of course pay attention to the in- 
terior conditions of the country, and to the conditions of 
the market here and abroad, because the bank according 
to its capacity must arrange so as not to find itself in 
difficulties and to exercise a moderating influence on the 
currency and on the market. 

Q. What are the rates for loans on collateral—are 
they the same in all the banks? 

A Ves. 

Q. Are they higher than the rate of discount? 

A. Lower sometimes. In most countries the rate for 
loans is higher than the rate for discount, in order to 
check speculation; in Italy we have generally the same 
rate for discount and loans up to a certain point. Some- 
times it is one-half per cent lower for loans, but there is 
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no risk, as stock operations are very limited in Italy 
and are confined to the credit banks and bankers, and 
also as the issue banks lend money only on state securities. 
In times of stress the rate would of course be suddenly 
raised. 

Q. Do you pay interest on deposits and does the rate 
depend upon whether the accounts are on demand or 
on time? 

A. Deposits are all practically at sight. We have also 
a quite special system of deposits in Italy. Our banks 
isstie certificates (bons de caisse) good throughout all 
Italy and even abroad in making payments; they can 
be indorsed like a check. They do not bear interest. 

Q. And you have current accounts? 

A. They are current accounts on sight, but really 
there are no time deposits, practically they are all de- 
mand deposits. 

Q. Do you have time deposit certificates (bons a 
écheance fixe)? 

A. No, only in a very limited way. We have a system 
of bank management by which the cashier can not enter 
the vault without the intervention of a member of the 
local council, who is not always there. Every morning 
are drawn from the vault the sums necessary for the 
usual business of the day. If, for instance, a client in 
a small town should come and ask for a comparatively 
large sum, if the board were all absent, he would only 
get it the next morning. 

Q. Does the bank pay any interest upon such deposits? 

A. Yes, but not on the ‘‘bons de caisse.”” The bank 
pays an interest of one-half per cent on the deposits. 
The new law has changed that, about six months ago. 
Formerly, the interest was proportionate to one-third of 
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the official current rate of discount. The law above 
mentioned has established that the rate of interest should 
be proportionate to two-thirds of the rate of interest 
paid by the postal savings banks; and may amount to 
2 per cent. 

Q. Who fixes the interest rate of the postal savings 
banks? 

A. The Government. 

Q. By law? 

A. By order of the minister of the treasury. 

Q. Is it changed sometimes? 

A. Yes. The new law, which has proportioned the in- 
terest on the banking current accounts to two-thirds of 
the interest paid by the postal savings banks, was in- 
spired by the fact that in times of crisis you have a phe- 
nomenon that the public never understands—that money 
is lacking. The money, however, has not been destroyed; 
more money is required for business, but a large quantity 
of money is hidden. ‘Therefore issue banks have been 
allowed to pay a higher rate of interest in order to draw 
in the money from the people who hoarded it, and put it 
at the disposal of the market. 

Q. The law therefore says now that banks can pay for 
deposits a rate of interest which may equal 2 per cent, 
but practically the rate of interest paid is not more than 
one-half of 1 per cent? 

AY Wes; 

Q. How much would the bank of Italy pay on deposits 
of other banks? Does it pay them a higher interest? 

A. No; the same. There are some few exceptions in 
favor of charitable institutions. Private banks do not 
keep their reserve with the Bank of Italy. 
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Q. Private banks, then, keep their own stock of money? 

A. Yes; generally. 

Q. Does the Bank of Italy rediscount bills of the other 
banks? 

A. Yes; but that depends upon the conditions prevailing 
at the time on the market. It is only when the resources 
of the private banks are exhausted and they need money 
that they go to the issue banks. 

Q. What proportion of its liabilities does the Bank of 
Italy hold in cash? 

A. There is no law. 

Q. But in practice? 

A. More than 70 per cent of reserve as compared with 
the notes. 

Q. Who regulates the amount of notes issued by the 
banks of Naples and Sicily? Is there any conference as to 
the extent of the issue? 

A. No; there are the legal limits of which I have spoken. 

Q. In almost every country there is a considerable 
fluctuation in the course of every year, which repeats 
itself year after year, in the amount of the notes issued. 
Is that true of the bank of Italy? 

A. Yes. There are very interesting diagrams on this 
subject, which I will furnish you, bringing them up to date. 

Q. What is the percentage of fluctuation? 

A. As the proportion of the cash to the notes increases, 
the fluctuation between the minimum and maximum 
diminishes, because the paper currency, which is repre- 
sented by cash, has been gradually growing during the 
last years. It is only the currency covered by 40 per 
cent of cash which fluctuates in accordance with the 
fluctuations of the discounts and loans operations. 
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Q. What.is the amount of fluctuation to-day? 

A. It was once between 400,000,000 and 500,000,000 
liras, but now it is less. 

Q. How much is it now, approximately? 

A. Between 200,000,000 and 250,000,000. In the year 
1908 it was only 183,000,000 liras. 

Q. That is, about an eighth of the outstanding amount. 

A. Yes; about. 

Q. About 13 or 14 per cent? 

A. Yes; about. 

Q. Does anybody in Italy pay bills by checks as in 
England or America? 

A. This use was very limited, but it is developing, 
especially in northern Italy, where the banking insti- 
tutions are more numerous. 

Q. Do you ever pay any of your ordinary bills—market 
men, tailor, or grocer—by a check? 

A. It is quite unknown. In Italy we sometimes use 
the ‘‘bons de catsse’’ (certificates of deposit). 

Are they payable to bearer or to order? 

To order. 

. But are they made out to a certain name? 

. Yes; and they must be indorsed. 

. Are they for a fixed sum?- 

. For any sum. 

. Can one deposit money in the bank and get deposit 
certificates for different sums? 
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A. Yes; he can go to the bank and deposit a certain 
sum and get deposit certificates of different denomina- 
tions. 

Q. In ordinary transactions would you be likely to 
take out deposit certificates from the bank of different 
denominations? . 
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Q. A manufacturer, for instance, who wanted to pay 
his workmen would go to the bank with a list of the 
amounts and receive and pay out the certificates instead 
of cash? 

A. He would do that; but in practice that would be 
exceptional. These deposit certificates may also be 
used for transmitting money from one place to another. 
They are received by other banks of issue and go through 
the same clearance system after ten days as checks. 

Q. When a business man goes to bank and presents 
a bill for discount, what would he receive for that bill? 

A. Bank notes. 

Q. If he has a current account he could have his cur- 
rent account credited? 

oa eS. 

Q. Does he receive sometimes ‘‘bons de catsse?” 

A. If he asks for them. 

Q. The 40 per cent regulation is also for the “bons 
de caisse,” as well as for the bank notes? 

A. Yes; they are considered as notes. 

Q. In practice, how would a man get these “bons de - 
caisse?’ If he had discounted paper at the bank and 
had an account at the bank and had salaries to pay, 
he could make out a list, take it to the bank, and get 
“bons de caisse” for any denomination that he wanted; 
not necessarily decimal amounts, but for 53 franes, for 
instance, or 87? 

A. He asks for what certificates he likes; any amount, 
any kind of certificate. The dividends on the shares 
of the bank are paid with ‘“‘bons de catsse.”’ 

Q. Would you use them to pay your tailor? 

Ts US 
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Q. In prattice would you pay your tailor or your grocer 
with them? 

A. Yes; but the use in such a way is very limited. 
These “bons de caisse’’ are a guaranty against theft or 
loss, because payment can be stopped at the bank. 

Q. They are payable to order in the first instance, but 
suppose a man gives one to his tailor, does he indorse it 
to the order of his tailor, or does it afterwards become 
payable to bearer? 

A. Each receiver of the certificate indorses it. 

Q. Every man through whose hands it passes signs it, 
and when it finally comes into the hands of the bank it 
has the indorsements of all. Is that so? 

ed eS: 

Q. Is it signed in the first instance by an officer of the 
bank? 

A. By the manager and the cashier. 

Q. Does the Bank of Italy lend money on overdrafts? 

A. No. 

Q. You have nothing like what they call in Scotland 
the ‘‘cash credit system?” 

A. No. 

Q. Is the Bank of Italy a private joint stock bank? 

Fn es. 

Q. The state has no interest in it? 

A INO. 

Q. Does the state appoint any of the officers? 

A. No. The general manager and the under general 
manager are elected by the board, but must be approved 
by the State. 

Q. What is the capital of the Bank of Italy? 

A. Nominally 240,000,000 liras, of which 180,000,000 
liras are paid im: We have an ordinary legal surplus 
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which now amounts to 48,000,000 liras, and an extraordi- 
nary surplus of 10,000,000 liras. 

Q. Have the shareholders of the company any liability 
beyond the capital they have paid in? 

A. Each share is of 800 liras nominal and 600 paid up. 

Q. What class of people own these shares? 

A. All classes. 

Q. Is there any limitation as to the amount they may 
hold? 

A. No. 

Q. Does every share have a vote in the election of the 
managers? 

A. No; every shareholder must have 20 shares in order 
to have one vote. 

Q. And each 20 shares after that equal one vote? 

A. Yes, but there is a limit; no one shareholder may 
have more than 50 votes. 

Q. Are there any large shareholders? 

A. Yes; 2,000, 3,000, and 4,000 shares; some credit 
establishments possess a large number of shares. 

Q. Is there any limitation put upon the transfer of 
shares from one person to another? Must it be done with 
the consent of the management? 


A. No. Only, in cases of dispute, of heritage, the 
tribunal must consent to the transfer. 


Q. Can you state briefly the form of organization of 
the bank? 

A. The English and American system have a president 
as supreme manager; in Italy it is the general manager 

Q. What is the term of his service? 

A. There is no term. There is also an under general 
manager. 

Q. How often are the elections held? 
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A. Only in case of vacancy, 

Q. How are the directors elected? 

A. The Bank of Italy has 11 principal branches (sedz), 
69 branches (succursali), and 22 agencies. The superior 
council (board of directors) is composed of 22 members, 
18 of which are elected by the local board of each principal 
branch among the members elected by the triennial 
meeting of the shareholders held in the said principal 
branches and four elected by the general annual meeting 
of the shareholders held in Rome. 

Q. Does the Government exercise any supervision over 
or make any examination into the business of the bank. 

A. There is a central bureau of inspection at the 
ministry of the treasury. 

Q. Do they inspect all the banks? 

A. All the issue banks. 

Q. And how often do they make that inspection? 

A. Every three years they make a general inspection; 
and now and then they make an inspection of the assets. 
And there is also a permanent commission of supervision 
of the banks which is composed of senators and deputies 
and is like a tribunal. This meets from time to time. 
When questions arise between the banks and the treasury, 
a report is made and the commission sends this report 
to the ministry of the treasury. 

Q. Are the banks required by law or practice to make 
regular reports of their operations? 

A. Every ten days a statement of their condition must 
be published. The model of the articles to be mentioned 
is given by the Government. Every year the banks make 
a report. 

Q. For all banks? 
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A. For all issue banks. 

Q. When does the privilege of the Bank of Italy expire? 

A. According to the law it will expire in the year 1923. 

Q. That is to say, the bank has a privilege of how many 
years? 

A. Thirty years. 

Q. It is renewed every thirty years? 

A. Notasasystem. ‘The law of 1893 granted the privi- 
lege till 1913; but a later provision of law arranged that 
if the bank should have accomplished all the obligations 
of the law, especially those regarding the liquidation of 
their old immobilization affairs, its privilege will be re- 
newed for another period until 1923, which has just hap- 
pened. The law of 1907 and of last year have made several 
modifications, and this new text I will send you. 

Q. In France when the privilege is renewed the Gov- 
ernment generally imposes a higher tax, or royalty, and 
in Germany similarly the Government exacts more from 
the bank at each renewal; is this true of the Bank of 
Italy? j 

A. I must tell you that in principle I prefer the system 
of the participation of the state in the profits of the bank 
rather than a tax on the circulation of notes. A tax on 
the circulation of notes strikes them at the moment when 
they leave the bank, and strikes them just as much when 
a loss ensues as when the business is profitable. It strikes 
the instrument of the work, not the result of the work. 
You lend 50,000 francs to a man who does not repay you; 
you lose your capital, plus the tax on the notes; this is 
antieconomic and antifiscal. On the contrary, the par- 
ticipation of the state in the profits is more economic, more 
honest. In Italy we have the double system; the tax on 
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the circulation now reduced to one-tenth of 1 per cent 
and the participation in the profits. 

Q. The Bank of France has been obliged to give 40,- 
000,000 francs to the Crédit Agricole. Has anything like 
that been exacted from the Bank of Italy? 

A. No. ‘The Bank of Italy is obliged to make advances 
to the treasury—statutory advances—up to 115,000,000 
liras, and the Bank of Sicily up to 10,000,000 liras; but 
that only operates when the treasury is in want of money. 
As the budget of the state to-day shows a surplus there 
is no need for advances from the bank. The advances 
to the state bring interest of 11% per cent. 

Q. There is no permanent debt on the part of the state 
to the bank? 

A. No; but Italian banks are obliged to have a fixed 
amount of state securities “‘fondz di scorta.” 

Q. Then the Bank of Italy has never been obliged to 
contribute to any other institution? 

A. No, but the bank has contributed with 15,000,000 
of its surplus to the constitution of the “‘ Instttuto italiano 
di Credito Fondiario.’’ You will see in the report that I 
shall send you why the bank created its own crédit foncier, 
which is now in liquidation. In prinicple, issue banks 
should only discount commercial bills, and not even in- 
dustrial bills. But sometimes it is found convenient in 
practice to discount bills for landowners, but it isalways 
for four months, not for two, four or five years, ete. 

Q. Who in general are the customers of the Bank of 
Italy? 

A. The customers are of many sorts. They include, for 
instance, credit institutions, banks, people’s banks, and 
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cooperative credit societies, to which we are obliged to 
give reduced rate of discount. Any kind of institution 
may come to the Bank of Italy to discount its bills. 

Q. Has the Bank of Italy any branches in the small 
towns? 

A. Yes. In all the chief provincial towns. The Bank 
of Italy being the financial representative of the state in 
the provinces, is obliged to have a branch in order to work 
as the treasury. We have branches in the other towns. 
We have agencies in many small towns. 

Q. What do these agencies do? 

A. The agencies can not undertake discounting opera- 
tions directly, because in the statutes of the bank it is 
declared that no commercial bill can be discounted without 
the authorization of the discount committee, who decide 
by the majority. An agent can not, therefore, have 
powers which even the manager of the bank does not 
possess. But it was perceived that this hindered the 
development of business in some towns, and quite recently 
the superior council of the bank approved some modifi- 
cations by which there will be named “first-class agencies”’ 
who will have a small discounting committee, which will 
be able to undertake discounting operations directly 
within certain limits. 

Q. In the agencies and small towns, are the customers 
composed of small tradespeople, sometimes of peasants? 

A. Of industrial people, small tradespeople. 

Q. Sometimes even farmers? 

A. Yes; agricultural owners. 

Q. Very rarely peasants? 

A. No; for the bank, under its new system, always tries 
to give the preference to commercial bills. 
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Q. What is AN: relation of the Bank of Italy to the 
clearing houses? 

A. The Bank of Italy conducts the clearing houses in 
Rome, Florence, Genoa, and Milan. The Bank of Italy, 
by delegation of the chambers of commerce of Rome, 
Genoa, Florence, and Milan, has the direction of the 
clearing houses. 

Q. Is the clearing house in the building of the bank, as 
it is in the Reichsbank at Berlin? , 

A. Yes. In Rome, it is in an agency quite near the 
stock exchange; in Milan, it is in the bank building; in 
Florence and Genoa also. It happens that every day 
institutions want to borrow money for their balance 
sheets, etc., for one day, two days, three days, or for the 
settlement, and the bank lends for this purpose, specially 
on bonds. It would be well for me to add that we have 
just tried a system of “stock current accounts’’ and 
stock clearings. Customers who have securities, such as 
bankers, brokers, etc., deposit them at the bank at a 
special counter called the “dossiers,’’ then with an order 
they transfer the shares and securities. In settling 
accounts, shares are thus transferred from deposit of one 
person to that of another. 

Q. It is perhaps rather like the Kassenverein of Berlin. 
Can you describe for us a little more specifically the 
system of ‘“‘compte courant de ttres’’ (share current 
accounts) and the method of clearing stocks at the bank? 

A. The Bank of Italy created three years ago this 
special service called ‘“‘service des dossiers,” or “stock 
current. accounts.’’ This service is attached to and 
works as an addition to the clearing houses of Rome, 
Milan, and Genoa, where it is not yet fully organized., 
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These three, with the Florence branch, form the four 
clearing houses, managed by the Bank of Italy by dele- 
gation from the chambers of commerce of the said towns. 
All shares quoted at the stock exchange are received in 
the portfolio of each customer and the transfer from one 
portfolio to another is done by order (check). This 
system has not been largely developed in Italy, on 
account of the undeveloped condition of the Italian stock 
market; but I think it would be very useful, especially 
in a country where there is much movement in shares, 
such as the United States. 

Q. Did the bank have much to do with the ending 
of the ‘‘cours forcé’’ and the reestablishment of the 
exchange at par? 

A. I will write of that in the report I am to send you. 
You will find many remarkable things in that report. 
In 1893 we had a circulation of notes of 650 million 
liras of the Bank of Italy, and exchange reached the 
maximum of 16 per cent; whereas now we have 
I,300,000,000 in circulation and exchange at par. That 
means that the qualitative theory has triumphed over the 
quantitative theory. We have now a larger as well as 
a healthier currency. 

Q. We should also like to have some information 
regarding banks in general in Italy. Are there credit 
establishments with numerous branches? 

A. There are 160 credit societies, the larger of which 


are the following: 


Liras 
Banca Commerciale Italiana, paid-up capital-------- 105, 000, 000 
Credito Italiano, paid-up capital__.____.____--_----- 75, 000, 000 
BancordtRoma, paid-tip capitalmes. 229s see == 70, 000, 00O 
Societaé Bancaria Italiana, paid-up capital. _____ eines 40, 000, 000 
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Q. Do they have many branches? 


A. The Banca Commerciale has 31 branches; the 
Credito Italiano, 17; The Banco di Roma, 25, of which 
5 are in foreign countries; the Societa Bancaria, 11. 

Q. Is their business like that of the Crédit Lyonnais? 
Do they discount bills, make advances, etc.? 

A. They discount bills, and they also make loans 
and contango operations; they interest themselves in 
industrial matters, somewhat as the German banks do. 
In 1907 the relative merits of the French and German 
systems were discussed; the French banks conduct 
many financial operations for the state, the provinces, 
etc., but they have fewer industrial operations. It 
was discussed whether banks receiving deposits should 
take part in industrial financing. 

Q. Your Italian banks are more like the German banks? 

A. Yes. In 1905 some of the banks pushed their 
participation in industrial affairs perhaps too far, but 
since the crisis they have considerably reduced that 
sort of business and now the situation of these banks is 
very satisfactory. 

Q. Were there serious failures at the time of the crisis? 

A. There was a serious panic. As regards bankrupt- 
cies, the Societa Bancaria was in great difficulty; but 
Mr. Stringher, the general manager of the Bank of Italy, 
used his personal influence and his great authority, and 
he succeeded in having the bank reconstructed and 
new capital paid in, and now the Societa Bancaria is in 
excellent condition. 

Q. Does the credit foncier still exist? 

A. The credit foncier of the banks of issue was put 
into liquidation by the law of 1893. 
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Q. Naturally it takes a long time for a mortgage bank 
to terminate its affairs? 

A. Yes. 

Q. Are there no banks to-day which lend on mortgage? 

A. Yes; private banks, and private savings banks, 
and also other institutions, as the ‘“‘Opere pie di S. Paolo,” 
“Monte det Pascht di Siena.’’ 

Q. But no joint stock companies? 

A. There is the Credit Fondiario Italiano, with a paid- 
up capital of 40,000,000 liras. 

Q. Does it do its business in the country or in town? 

A. In town and in country. 

Q. But in the country what banks have you? 

A. Agricultural credit has not yet been organically 
developed; there are small institutions which give agri- 
cultural credit, such as the Monte det Paschi, and the 
Bank of Sicily, which does agricultural credit business, 
but there are no big institutions for agricultural credit. 
There are more than 1,300 small cooperative societies 
which are interesting themselves in agricultural credit. 

Q. The popular banks are different, are they not? 

A. Yes, in principle, but some of them also extend 
credit to agriculture. There are some very big popular 
banks, for instance, the popular banks of Milan and of 
Cremona, which have become great institutions. 

Q. Have they branches? 

A. Yes, in some cases. The Popular Bank of Cremona 
has 7 branches. 

Q. When was your postal savings bank system organ- 
ized? 

A. It was created by the law of May 27, 1875. 

Q. How are the deposits of the postal savings bank 
invested? 
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A. The deposits are paid into the state bureau of 
deposits and loans, Cassa dev depositi e prestitt, and are 
invested for one half in state securities, and for the 
other in loans to the provinces and municipalities in ac- 
cordance with the law. 

Q. What is the amount of these deposits? And the 
number of depositors? 

A. The amount up to date is nearly 1,500,000,000 
liras, and the number of depositors is more than 5,000,000. 

Q. Has the system worked satisfactorily? 
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